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LETTER OF TRANSMITTAL 


The honorable the Presipenr or THE SENATE. 
The honorable the SPEAKER OF THE HovusE oF REPRESENTATIVES. 


In accordance with section 712(b) of the Defense Production Act 
of 1950, as amended, which provides for a report to the Senate and 
House of Representatives from time to time concerning the results 
of studies of this committee, together with such recommendations as 
it may deem desirable, there is transmitted herewith the Ninth Annual 
Report of the Joint Committee on Defense Production. The appendix 
of the report contains summaries from various departments and agen- 
cies performing functions under authority of the Defense Production 
Act to October 1959. 

Respectfully submitted. 

Pau Brown, Chairman. 
Homer E. Capenart, Vice Chairman. 


Vv 
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NINTH ANNUAL REPORT OF THE ACTIVITIES OF THE 
JOINT COMMITTEE ON DEFENSE PRODUCTION 
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Mr. Brown of Georgia, from the Joint Committee on Defense 
Production, submitted the following 


REPORT 
[Pursuant to sec. 712(b) of the Defense Production Act of 1950] 
INTRODUCTION 


The Jvint Committee on Defense Production is authorized under 
section 712 of the Defense Production Act of 1950, as amended, and 
is composed of five Members from the Senate and five Members from 
the House of Representatives. The committee has the responsibility 
of making a continuous study of the programs authorized by the De- 
fense Production Act and of reviewing the progress achieved in the 
execution and administration of these programs. With the passage 
of Reorganization Plan No. 1 in 1958, it was concluded that mobiliza- 
tion and civil defense are inseparable. The reports which have been 
furnished to this committee by the Office of Civil and Defense 
Mobilization and the various departments and agencies for inclusion 
. _ appendix of this report cover both mobilization and civil 

efense. 


PREPAREDNESS PROBLEMS AND THE Status OF Derense Mosinization 


When the Defense Production Act was first passed in 1950, it was 
recognized that the then existing legislation was not adequate to meet 
the defense needs. The Defense Production Act provided additional 
authority and funds to accelerate and supplement defense programs 
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and the means for overcoming various types of bottlenecks. Although 
concepts of mobilization and defense preparedness have changed, there 
is a continuing need to eliminate bottlenecks and to find solutions to 
unresolved problems. 

Shortly after the passage of the Defense Production Act it became 
evident from organizational changes that there was a need for more 
effective central direction and coordination of mobilization programs. 
It was under the authority of the Defense Production Act that the 
Office of Defense Mobilization was established by Executive order for 
this purpose. A new Office of Defense Mobilization was later created 
under Reorganization Plan No. 3. With the passage of time, and 
accelerated technological development, it was concluded that there 
was a need for more effective coordination and central direction in the 
broad areas of preparedness relating to defense supporting activities 
and nonmilitary defense. The Office of Defense Mobilization and 
the Federal Civil Defense Administration were combined into an 
— of Civil and Defense Mobilization in an effort to achieve this 
result. 

In the early operations the Office of Defense Mobilization relied 
upon emergency agencies to administer many of the mobilization pro- 
grams. It became increasingly evident that mobilization activities 
were very closely related to the normal activities of the departments 
and agencies. In assigning mobilization responsibilities to depart- 
ments and agencies, the Government sought to utilize the specialized 
knowledge of qualified personnel in each department and agency to 
carry out both the normal functions of Government and closely related 
mobilization activities. Government witnesses who have testified be- 
fore this committee have stated consistently that this method of dele- 
gating preparedness responsibilities offers the most practical means 
of finding solutions to unresolved problems to meet. future emergen- 
cies. Since there are few basic resources which are used exclusively 
for military purposes or exclusively in the civilian economy, the 
closest coordination of military and civilian programs and require- 
ments is necessary. Distinctions through the use of such terms as 
“defense” and “defense supporting” have become less meaningful. 
Both “defense” and “defense supporting” functions are essential parts 
of an adequate preparedness effort. For example, BDSA, within the 
Department of Commerce, utilizes about one-half of its time in de- 
fense supporting activities, such as establishing priorities for the 
IRBM, ICBM, and satellite programs, expediting the delivery of 
defense materials in short supply such as steel and copper, and in- 
suring that current defense and atomic energy production and con- 
struction remain on schedule. Yet, this defense supporting activity 
relates directly to the timely delivery of defense items, which is highly 
essential to defense. This example also illustrates the manner in 
which technical personnel within the departments and agencies may 
utilize their knowledge in a specialized field in support of defense pro- 
grams. Our defense programs have similar support in specialized 
fields in other departments and agencies; however, the percentage of 
the total effort devoted to defense supporting activities would gener- 
ally be less than that of the agency cited above. Reports from the fol- 
lowing departments and agencies which have made important contri- 
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butions in support of defense efforts are set forth in the appendix of 
this report : 

Office of Civil and Defense Mobilization. 

Department of Agriculture. 

Air Coordinating Committee. 

Atomic Energy Commission. 

Civil Aeronautics Board. 

Civil Service Commission. 

Department of Commerce. 

Department of Defense. 

Export-Import Bank. 

Federal Aviation Agency. 

Federal Home Loan Bank Board. 

Federal Reserve System. 

General Services Administration. 

Department of Health, Education, and Welfare. 

Housing and Home Finance Agency. 

Department of the Interior. 

Department of Labor. 

Small Business Administration. 

The objective of the mobilization program continues to be one of 
providing for the national defense and the national security. The 
achievement of this objective is dependent upon preparedness meas- 
ures which are sufficiently flexible to meet any emergency which could 
occur. This committee has previously stated that so long as limited 
scale war is the most probable type of conflict, the traditional func- 
tions of mobilization should not be deemphasized. 

It has been pointed out previously that the United States has 
adopted as national policy the placing of primary reliance, in the 
event of general war, on a strong retaliatory capability. The effec- 
tiveness of a strong retaliatory capability appears to be that of pre- 
venting general war or a nuclear attack on this country and to 
strengthen our position in the event of limited scale war. 

Most shortages for basic raw materials in past years have been over- 
come, but increased emphasis must be placed on conducting research 
to provide metals which possess the desired weight and properties 
for missiles and space vehicles. During the past year the committee 
has conducted a study of the anticipated requirements of high energy 
fuels as compared with the supply. Although the reports from both 
the Government and industry have been encouraging with respect. to 
the supply of high energy propellants currently in use or planned for 
the near future, it is important that research programs continue with- 
out delay toward the development of higher energy propellants. The 
performance of both missiles and space vehicles, as evidenced by 
range and payload, are closely related to new developments in metals 
research and propellant research. 

Since the Defense Production Act was first passed in 1950, many 
bottlenecks have been overcome and our increased productive capacity 
and the large stockpile of materials assure a more rapid mobilization 
for limited-scale war. Defense Production Act contracts covering 
transactions of $7.6 billion provided incentives for increased produc- 
tion. In addition, current planning for production emphasizes indus- 
trial readiness for immediate adjustment to accelerate production in 
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the event of limited-scale war. In terms of preparedness to meet the 
needs of the population in the event of a nuclear attack on this coun- 
try, the task is so all inclusive and the problems are so vast that our 
current plans and programs could well be described as blueprints for 
survival. Yet, much effort has been devoted to developing mobiliza- 
tion plans and programs, and expenditures in the past year have been 
very small in comparison with other defense costs. The people who 
have attempted to resolve the many preparedness problems, some of 
which have seemed almost insurmountable, deserve credit for their 
continuing efforts to find solutions to these problems. 

In the 9-year period since Korea, the value of military supplies and 
equipment delivered plus the value of military construction put in 
place is estimated at $185.8 billion. Of this amount, $141.7 billion 
was for hard goods, $26.4 billion for soft goods, and $17.7 billion for 
construction. 

In the fiscal year 1959, it is estimated that $20 billion of military 
supplies and construction were delivered or put in place, including 
$15.4 billion for hard goods, $2.6 billion for soft goods. >- d $2 billion 
for construction. The estimated total of $20 billion xor the fiscal 

ear 1959 compares with $19.5 billion for the fiscal year 1958, $19.2 
billion for the fiscal year 1957, $18.7 billion for the fiscal year 1956, 
$21.2 billion for the fiscal year 1955, $26.2 billion for the fiscal year 
1954, $28.4 billion for the fiscal year 1953, $23.2 billion for the fiscal 
year 1952, and $9.4 billion for the fiscal year 1951. 

In the fiscal year 1959 the estimated value of military supplies and 
construction was 2.6 percent more than in the fiscal year 1958, with 
hard goods deliveries up 0.6 percent, soft goods up 9 percent, and con- 
struction up 11 percent. In the hard goods category changes in the 
value of deliveries ranged from an increase of 64 percent in guided 
missiles to a decrease of 45 percent in production equipment. Sub- 
stantial increases also occurred in ships (38 percent), combat vehicles 
(30 percent), and all other hard goods (23 percent). There was a 
decrease of 33 percent in ammunition, a decrease of 30 percent in 
weapons, and a decrease of 15 percent in aircraft. Noncombat ve- 
hicles declined 9 percent and electronics and communications equip- 
ment declined 3 percent. Dollarwise, the decrease of $1.2 billion in 
aircraft was the largest and this was offset by the increase of $1 billion 
in guided missiles. 

The downward trend in number and airframe weight of aircraft ac- 
cepted, which was evident in the fiscal year 1958, continued in the 
fiscal year 1959, but the average cost per plane was higher. Airframe 
weight acceptances decreased from 76.8 million pounds in 1958 (fiscal 
year) to 58 million pounds in 1959 (fiscal year), a decline of 25 
percent. 

The Department of Defense reports favorably on the continued 
operation of the Defense Materials System under title I of the De- 
fense Production Act. These procedures are so devised as to require 
no change to give priority to increased military procurement in a 
limited war situation; the necessary modifications are ready and self- 
triggering in event of an attack on this country. The Department 
of Defense reports that the continuation of DMS priorities as an 
integral part of Department of Defense procurement eliminates the 
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estimated administrative leadtime of 18 months for reimposition of 
a materials control system. 

The Business and Defense Services Administration, Department 
of Commerce, previously mereton that BDSA had undertaken 
a complete revision and simplification of the DMS regulations which 
have been in effect for approximately 6 years. The revised defense 
materials system will continue to support the military and atomic en- 
ergy programs; however, an effort has been made to simplify the DMS 
regulations in order to eliminate considerable paperwork for a large 
number of contractors. 

The new Department of Defense industrial readiness planning pro- 
gram (DOD Instruction 4005.15, July 14, 1959) provides the author- 
ity and the procedures for the military departments to plan with in- 
dustrial management. The Department of Defense reports that flex- 
ibility in procedures and a variety of systems under the new planning 
program allow the departments an opportunity to save maximum 
amounts of leadtime for the planning effort expended. It is stated 
that the mandatory procedures assure coordination in planning which 
will prevent conflicting demands on industry in an emergency and the 
delays caused by obtaining higher priorities and production directives 
will be eliminated where planning has been thoroughly applied. The 
new industrial readiness planning program is aimed at reducing the 
time between decision by a procuring department to acquire new ma- 
teriel and delivery of the first item to the military supply system. 
Some of the phases in which it is reported that time would be saved 
under this program are as follows: 

1. Administrative leadtime: Contract will be awarded to 
planned producer. A preaward survey to assure capability is 
unnecessary and comparison and choice hetwean unknown sources 
is eliminated. 

2. Management leadtime: By advance planning industrial 
management will have already decided on the production proc- 
esses and techniques to be cool The ae and quality con- 
trol system having been considered in advance and the produc- 
tion techniques having been previously tested will prevent initial 
delivery delays. 

3. Subsontradt leadtime: Planning having been extended to 
key subcontractors and suppliers eliminates the prime contractors 
leadtime in seeking and having approved his choices for sub- 
contract and supply items. Similarly, production leadtime in the 
subcontractor’s plan is reduced in the same way it is reduced in 
the prime contractor’s plant. 

The Department of Defense believes that in an emergency an av- 
erage of nearly 7 months could be saved in administrative leadtime 
alone. Production leadtime varies from 3 weeks to 18 months, and it 
is estimated that savings through planning can reduce this an average 
of 50 percent. 


Comm»atres Heartnes, Starr Srupres, AND Reports 


The Joint Committee on Defense Production conducts a continuous 
review of mobilization programs. These reviews include testimony 
from witnesses, quarterly reports from departments and agencies hav- 
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ing responsibilities related to mobilization and preparedness, and re- 
ports on specific subjects. Each department and agency performing 
mobilization functions also submits a report of its activities for in- 
clusion in the appendix of the annual report of this committee from 
year to year. Onder the direction of your chairman, the committee 
staff has assisted the committee in conducting studies and compiling 
information on preparedness programs, These hearings and some of 
the staff studies did tépiorts are summarized under the headings which 
follow : 


DEFENSE PRODUCTION ACT INVENTORIES—-HEARING 


On May 29, 1959, the Joint Committee on Defense Production re- 
ceived testimony in executive session from the Director of the Office 
of Civil and Defense Mobilization and the Administrator of the Gen- 
eral Services Administration on Defense Production Act inventories. 
The purpose of the hearing is revealed in the opening statement of 
the Chairman, which was released at the conclusion of the hearing. 
The opening statement of the Chairman follows : 


The Joint Committee on Defense Production has the re- 
sponsibility of reviewing programs authorized by the De- 
fense Production Act. Foe this Committee was created, in 
1950, we have attempted to advise with officials in the 
executive branch of the Government with respect to prob- 
lems relating to production and materials. For several years 
these problems related largely to shortages. At the present 
time the total quantities in all Government inventories for 
many materials are in excess of defense needs as measured 
by revised stockpile objectives. 

An excess of certain materials may accumulate in the De- 
fense Production Act inventory for many reasons, including 
changes in uses of materials, the development of substitutes, 
a reduction in stockpile objectives, a tack of funds in the 
stockpile with which to purchase materials in the Defense 
Production Act inventory, deliveries of increased quantities 
of materials under “put” options in contracts under adverse 
market conditions, the purchase of materials under Public 
Law 206, or the overexpansion of facilities. 

The total quantity of materials in the Defense Production 
Act inventory and in transit as of March 31, 1959, amounted 
to $1,328,389,352 at cost. It is my understanding that under 
existing stockpile objectives a very small percent of this 
amount could be sold to the stockpile. In addition, it was 
estimated on March 31, 1959, that future deliveries to the 
DPA inventory would amount to $590,228,000. 

As you know, much has been said and written in recent 
weeks about possible sales from the Defense Production Act 
inventory. I thought that this Committee should invite Gov. 
Leo A. Hoegh, Director of the Office of Civil and Defense 
Mobilization, and Mr. Franklin G. Floete, Administrator of 
the General Services Administration, to meet with the Com- 


mittee and discuss the problems which relate to the Defense 
Production Act inventory. 
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On May 13, 1959, I wrote the Director of the Office of Civil 
and Defense Mobilization and requested that this Commit- 
tee be advised of proposed sales of any material in the De- 
fense Production Act inventory, currently and in the future. 
I also stated that the Committee would appreciate receiving 
a statement on the current policy on the sale of materials in 
the Defense Production Act inventory, and being advised of 
any future changes in the policy. 

e are interested in knowing whether current stockpile 
objectives reflect current defense needs, the possibility of 
there being increased requirements in the stockpile for DPA 
inventories, the safeguards which will be followed in not up- 
setting market prices should materials be offered for sale 
from the DPA inventory, and the current plans and policies 
relating to the DPA inventory. 


In a letter dated May 13, 1959, to the Director of the Office of 
Civil and Defense Mobilization, the Chairman had requested that the 
Joint Committee on Defense Production be advised of proposed sales 
of any material in the Defense Production Act inventory. He also 
requested that the committee be furnished a statement on the current 
policy of OCDM on the sale of materials in the Defense Production 
Act mventory, and that the committee be advised of any future 
changes in this policy. The reply of the Director of OCDM was fur- 
nished to the committee at the time of the hearing and released on the 


same date. The letter of the Chairman and the reply of the Director 
of OC DM follow: 
CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON DEFENSE PRODUCTION, 


May 13, 1959. 
Hon. Leo A. HoreH, 


Director, Office of Civil and Defense Mobilization, 
Executive Office of the President, Washington, D.C. 

Dear GoverRNorR HoreH: I have received communications from three members 
of this committee regarding the sale of materials from the Defense Production 
Act inventory, . Specific reference was made to a recent proposal to sell a 
quantity of copper out of the D.P.A. inventory. 

The point has been made that proposed sales may adversely affect the market 
price of materials, and reference was made to the fact that a Senate resolu- 
tion was passed opposing the proposed sale of copper. 

As you know, the Joint Committee on Defense Production has the responsi- 
bility of making a continuous study of the programs authorized by the Defense 
Production Act and of reviewing the progress achieved in the execution and 
administration of such programs. 

In line with the responsibilities of this committee under the Defense Produc- 
tion Aet, it is requested that this committee be advised of proposed sales of 
any material in the Defense Production Act inventory, currently and in the 
future. 

I would also appreciate receiving a statement on the current policy of your 
office on the sale of materials in the Defense Production Act inventory, and 
being advised of any future changes in this policy. 

Sincerely yours, 
PavuL Brown, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFIcE oF CIVIL AND DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., May 29, 1959. 
Hon. Pau. Brown, 


Chairman, Joint Committee on Defense Production, 
Washington, D.C. 

Dear Mr. CHarnMaN: This is in reference to your letter of May 13 regarding 
disposal of materials from Defense Production Act inventories. 

In accordance witb your request we will be pleased to arrange that your com- 


mittee be. notified of proposed sales of any material in the Defense Production 
Act inventory. 

General policy on disposal of strategic and critical materials, including ma- 
terials to be sold from the Defense Production Act inventory, is set forth in 
Defense Mobilization Order V—7, which states that “strategic and critical mate- 
rials shall be retained in Government inventories so long as they are needed 
to meet maximum stockpile objectives or any foreseeable increases in such 
objectives. 

“Disposals of excesses shall be undertaken only if they do not cause serious 


economic disruption or adversely affect the international interests of the United 
States.” 

Disposals frrm the Defense Production Act inventory are subject also to 
the policy in Defense Mobilization Order V-3 that “generally where the sale 
of surplus materials acquired under the Defense Production Act is undertaken 
and the quantity is substantial in relation to annual market consumption, such 
disposal will be made only after public announcement, well in advance of dis- 
posal, of (a) the total quantity to be sold, (6) the markets in which the mate- 
rial will be offered, (c) the minimum market price or prices that must prevail 
at the time of sale, and (d) the maximum amounts that will be offered for 
sale in each calendar quarter or other appropriate period.” 

Although policy on disposal is being reviewed, we have no present plans for 
changes of the policy. 

Sincerely, 


Leo A. HorcH. 


OFFICE OF CIVIL AND DEFENSE MOBILIZATION——-HEARTNG 


On August 18, 1959, Gov. Leo A. Hoegh, Director of the Office of 
Civil and Defense Mobilization testified before the committee on the 
overall mobilization activities of OCDM and the programs of the 
departments and agencies having delegated responsibilities. 

n an opening statement the chairman pointed out that the com- 
mittee is interested in the progress which has been achieved in advance 
preparedness to meet emergencies and in the problems which must be 
resolved in order to be adequately prepared to meet emergencies which 
could occur. The Director of OcDM was asked to outline the activi- 
ties which are being carried out to give meaning to the national plan 
and the manner in which human effort and resources are to be utilized, 
and bottlenecks overcome, in order to achieve preparedness for any 
foreseeable emergency. 

The Director of OCDM stated that the national plan for civil and 
defense mobilization was promulgated by the President in October 
1958. This plan sets forth objectives and the manner in which these 
objectives are to be attained. There are 41 annexes to the national 

lan, and on the date of the hearing approximately 50 percent of them 
ad been completed. It was anticipated that the remainder of the 
annexes would be completed by January 1, 1960. 

The Director of OCDM outlined the development of the national 
manpower plan as an example of the type of procedure which has 
been followed. In developing the manpower plan, OCDM consulted 
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with the Department of Labor, Selective Service, the Civil Service 
Commission, and the Defense Department. When it felt that a work- 
able plan had been developed it was passed on to local government 
representatives and State government representatives for their com- 
ments and recommendations. In addition, it was submitted to a man- 
agement advisory committee and to a labor advisory committee for 
their comments and recommendations. The final manpower plan had 
the approval of State and local governments and the Federal Govern- 
ment. It was stated that this is the general procedure which is fol- 
lowed to develop each of the annexes. 

The Director of OCDM stated that he had placed the ceiling at 
1,750 people to coordinate and direct civil defense and defense mobil- 
ization activities throughout the Nation. He stated that there must 
also be a capability at the local level and the State level. Governor 
Hoegh expressed the view that mayors and Governors should have 
adequate staffs to give proper advice in the event of a nuclear attack. 
Ho further stated that until we establish that capability we will never 
be able to say that we have an effective, strong civil defense and de- 
fense mobilization in the Nation. He expressed the view that the 
enactment of Public Law 85-606 was a forward step and that $12 
million was being requested for implementation. OCDM has asked 
State legislatures to enact laws to provide for lines of succession of 
key personnel; preservation of essential records; alternate sites for 
Government control; and to make maximum use of Government per- 
sonnel, resources, and facilities at every level. It was stated that 
this measure was introduced in 41 State legislatures and that 32 States 
had enacted legislation. 

After the Congress provided funds for the purchase of more radio- 
logical instruments last year, OCDM placed radiological instruments 
into 7,500 high school science classes throughout the country. During 
that period 1 million students in the science classes of our high schools 
received training in the principles of radiological defense. This 
program has a dual purpose. The student is informed about nuclear 
weapons and the effects, detection, and what one must do for pro- 
tection. In addition, information is disseminated into the homes. 
Two training centers were established in the year prior to this hearing, 
one on the east coast and one on the west coast. State and local gov- 
ernment personnel and civil defense personnel receive instructions as 
to their proper functions and the roles they must execute should there 
be a nuclear attack. 

It was stated that 47 States and Puerto Rico have completed sur- 
vival plans, 243 metropolitan areas have completed their plans, and 
that plans have been completed in 2,100 communities. Governor 
Hoegh expressed the view that we need 150,000 fixed monitoring sta- 
tions. On the date of the hearing there were 15,000 stations, 1,000 of 
which are manned by Federal personnel. The other 14,000 stations 
are manned by State and local government personnel. The objective 
of OCDM is to have 144,000 radiological fixed monitoring stations 
manned by government and local personnel and 6,100 manned by Fed- 
eral personnel. Due to lack of funds the Director of OCDM antici- 
pates that in the year following the hearing the number of monitoring 
stations will be approximately 20,000 instead of 50,000. 
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Governor Hoegh stated that after study and research OCDM had 
concluded that the single best civil defense function for the saving of 
the most people is to provide for fallout shelter. He stated that he 
had never advocated that the Federal Government should build these 
shelters, but that the Federal Government should give guidance and 
example. He stated that OCDM will spend $2.5 million during the 
next year in order to give the people some examples. Shelters will 
be built in homes, adjacent to homes, first floors, basements, in con- 
junction with the highway program, and in conjunction with existing 
buildings and structures. 

The Director of OCDM submitted the following statement on stock- 
pile policy and the proposals being considered in connection with the 
management of Government inventories of materials: 


STATEMENT OF LEO HOEGH, DIRECTOR, OFFICE OF CIVIL AND 
DEFENSE MOBILIZATION 


Mr. Chairman, this afternoon I will present a brief outline 
of our stockpile policy. 

The stockpiling of strategic materials began because the 
United States is deficient in many natural resources which 
it would need to meet emergency requirements. The Stock- 
piling Act passed in 1946 refers to the deficiency of supplies 
to meet the industrial and military needs of the country for 
defense. 

There are 75 materials now on the official stockpile list. 
About a third of that number are not produced at all in this 
country, or only in insignificant quantities. Only three of 
them—molybdenum, magnesium, and vanadium—are avail- 
able in such quantities as to make the United States wholly 
self-sufficient under peacetime conditions. 

The stockpile has been accumulated as an industrial mate- 
rials inventory, rather than as an end-product stockpile. 
Thus, it contains minerals, metals, industrial oils, fibers, and 
such other agricultural materials as crude natural rubber 
and gum opium. All are basic to manufacturing, but not 
directly usable by the ultimate consumer. 

Strategic stockpile objectives for each of the materials in- 
cluded in the stockpile as originally established were on a 
5-year basis, that is, they were based on meeting the deficit 
in supply of each material in relation to the requirements for 
a 5-year mobilization period. In 1954, following review by 
a Cabinet committee, long-term objectives were added which 
completely discounted for a 5-year period supplies originat- 
ing beyond North America and comparable accessible areas. 
The 1-year rule also was introduced in 1954 which provided 
that when a metal or mineral is declared to be strategic and 
critical, the long-term stockpile objectives shall not be less 
than 1 year’s normal U.S. use. 

Early in 1956, all cash purchasing for the strategic stock- 
pile was limited to meeting needs for a 3-year emergency 
period. On June 30, 1958, stockpile objectives were adjusted 
to meet a 3-year deficit of supply, thereby eliminating the 
5-year objectives and the 1-year rule. The action followed 
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an extensive review of the whole program including a review 
by the special stockpile advisory committee (the Pettibone 
committee). This committee was made up of people outside 
the Government. 

Subsequent to their recommendations, a policy paper, De- 
fense Mobilization Order V-7, was issued. I believe that you 
have been furnished this paper but I have here a copy which 
‘an be reproduced in the record if you wish. 

“Current policy provides that disposals will be undertaken 
only if the materials are in excess of the maximum stockpile 
objectives and foreseeable increases of such objectives, and 
if the disposals will not cause serious economic disruption 
or adversely affect. international interests of the United 
States.” 

It should be emphasized that the strategic stockpile deals 
with meeting industrial needs, basic not only to military re- 
quirements, but to sustaining the entire essential economy. 

As you will note from the policy paper I just referred to, 
stockpile objectives are two—“basic” and “maximum” objec- 
tives. Both are determined by estimating the deficit in sup- 
ply over requirements for military, defense supporting, essen- 
tial civilian, and essential exports to our allies. The last— 
exports—is included if the United States is the normal source 
of supply and alternate sources would not be available. 

The basic stockpile objective represents the deficit after 
allowing for U.S. production and imports from world sources, 
the latter being discounted in varying degrees according to 
estimated strategic risks involved. 

The maximum objective is computed in the same way, ex- 
cept that imports only from nearby areas, such as Canada, 
Mexico, and Cuba are included. 

Currently, all cash procurement for the stockpile is limited 
to meeting the basic objectives. 

In order to establish a basis for estimation of stockpile ob- 
jectives, current guidance provides for calculating deficits 
for limited war and for general war and for using the larger 
deficit as an indication of the objective needed. Generally, a 
stockpile for a limited war would be adequate to meet the 
needs for a period following a nuclear attack on the United 
States. However, for some materials the objectives so com- 
puted may not. be adequate. 

One of our important current activities is to determine the 
role of stockpile materials in relation to general war with 
nuclear attack, including the problem of postattack recovery. 

While both supply and consuming facilities for the mate- 
rials would suffer severe damage from nuclear attack, the 
availability of basic materials would play a major role in 
getting the wheels of industry turning again after attack. 

In addition, rapidly changing technology may result in 
new requirements for high-temperature alloys and other 
special purpose materials. Arrangements have been made 
with responsible agencies to follow these developments 
48406-——60-——-2 
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closely. It may be necessary to make allowance in the objec- 
tives to meet new demands for these purposes. 

Some effort has been made since 1954 to be prepared for 
at least the principal hazards of nuclear warfare. This has 
necessarily been somewhat limited due to not having all the 
necessary data. Since 1954 the stockpile factoring guidance 
has called for an adjustment for overconcentration of mate- 
rials supplies in domestic areas; in addition, some upgrad- 
ing of the stockpile has been undertaken and has been inten- 
sified in the past year to bypass potential bottlenecks of sup- 
ply. We are now actively engaged in studying the basic 
needs for nuclear war with the Department of Beles. The 
problem of developing military requirements under this con- 
dition is new and difficult, and of course the requirements of 
postattack recovery must be included. We are breaking new 
ground here and we hope this study will be finished in ap- 
proximately 1 year. 

The condition of the stockpile is good. 

For the 75 materials now on the list, 69 basic objectives 
and 57 maximum objectives can be considered fulfilled. 

The basic objectives so far not met by total Government 
inventories are for amosite asbestos, the cordage fibers— 
abaca and sisal—small diamond dies, jewel bearings, and 
selenium. Because of indications of improved supply re- 
quirements relationships for some of these materials, the pro- 
curement program toward basic objectives this year may in- 
clude only three: Amosite asbestos, diamond dies, and jewel 
bearings. 

We are considering asking Congress for some new legisla- 
tion designed to make the management of all the materials in 
Government inventories more flexible and businesslike. As 
you know, the Government has such materials in the strategic 
and critical materials stockpile, in the Defense Production 
Aci inventory, in the supplemental stockpile, and in the CCC 
inventories. No changes have been made in the legislation 
affecting the management of the materials in the strategic 
and critical materials stockpile for many years. The man- 
agement arrangements, particularly that for disposal of ma- 
terial no longer needed for national defense, is cumbersome 
and sometimes prevents doing a good job. 

For example, early in 1957 it was decided that long staple 
cotton was no longer necessary for mobilization require- 
ments, and it was decided to dispose of this cotton. Market 
conditions at that time were such that disposal of some of 
the cotton could have been accomplished if done promptly. 
Approval of disposal was requested from Congress in accord- 
ance with existing legislation, but by the time the requested 
legislation to dispose of about 50,000 bales out of a total of 
270,000 bales was obtained, so much time had elapsed that the 
market had weakened. Consequently, to this date only some 
9,000 bales have been sold. Similarly, we recently declared 
coconut oil no longer a strategic material for defense. The 
military formerly used this material in incendiary bombs 
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and flamethrowers but have since developed new and better 
substitutes. We would like to dispose of this coconut oil 
promptly because market conditions are very favorable to do 
so now. There has been a drought in the Philippines, the 
main source of this oil, for two growing seasons. Industry 
would like to have some of the oil put on the market. 

We are asking Congress for special legislation waiving the 
6 months’ waiting period now required under the Stock- 
piling Act. 

These are two illustrations of why we believe new legisla- 
tion would be in the best interest of the Government. We 
have not as yet completed the proposed legislation but it is 
under consideration by various Federal agencies and we hope 
that we will be able to submit it to Congress in the near 
future. 

There has been some talk recently in the press and in some 
parts of Congress that the Government has very substantial 
excesses of materials over its requirements. There are ex- 
cesses in some of the inventories; however, I believe the dis- 
cussions of the amounts have exaggerated the situation. It 
is not practical at this time to measure the excesses in the in- 
ventories above requirements precisely because, as I previ- 
ously stated, we cannot do this until we have a better idea 
what the requirements will be to meet nuclear war including 
postattack recovery. We have nevertheless made some 
analysis of the existing inventories with the data at hand. 

I believe you know that aJl Government inventories have 
an acquisition cost of $8.1 billion. Part of this amount is 
estimated, for some of the materials were not purchased but 
were transferred to the stockpile from the Government-owned 
Reconstruction Finance Corporation and other Government 
agencies. About $700 million of these materials are nonspec- 
ification grade which have a relatively low market value. 
We estimate that the current market value is slightly over $7 
billion for all materials in Government inventories. The ma- 
terial that might be considered excess we believe to be be- 
tween $2 and $3 billion out of this total of $7 billion. This 
again would be subject to the previous qualification that until 
we have worked out better the requirements for nuclear war 
and postattack recovery, no precise figure can be developed. 
Any disposal of any part of this excess would have to be in 
accordance with present policy of not disrupting usual mar- 
kets and would, in the case of strategic and supplemental 
stockpiles, require approval of Congress. 


DEPARTMENT OF COMMERCE——HEARING 


On August 18, 1959, Mr. Horace B. McCoy, Administrator of the 
Business and Defense Services Administration, Department of Com- 
Saas testified before the committee on the mobilization program of 

A. 

Mr. McCoy stated that the defense materials system is being oper- 

ated as a priority system for the military and atomic energy procure- 
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ment and construction. The system is limited to only defense procure- 
ment at the moment, but the system is capable of being expanded over- 
night to meet any requirements of Government. for the control of pro- 
duction resources. A simplification of DMS has been undertaken re- 
cently. The simplification eliminates paperwork for a large number 
of subcontractors. The mandatory identification of defense orders 
will provide better information on the impact. of current defense and 
AEC programs.. This enables BDSA to coe in being at all times a 
rather precise knowledge of how much of our industrial resources and 
materials is going into the military and AEC programs, including the 
space program. BDSA also carries out a special assistance phase un- 
der which about 2,000 specific requests are handled annually to expe- 
dite some procurement process. Mr. McCoy stated that many of the 
procurement schedules of the military and of the AEC, particularly 
with regard to ballistic missiles and space programs, are rather urgent 
in that they call for materials not normally produced or which are 
not shelf items. Therefore, it has been necessary to place the orders 
not only with the prime contractors, but with their subcontractors. 
The special assistance feature is used to get the production schedule to 
match up with the delivery schedule. 

With respect to the steel strike, letters were sent to 110 companies 
that were still operating, reminding them of obligations under the 
defense materials system. Telegrams were sent to 98 steel companies 
asking for weekly reports on orders accepted under the defense mate- 
rials system. In the operation of the system BDSA suggests a set 
aside of a certain portion of a mill’s production that must be held 
within leadtimes to meet rated orders, This set aside would not be 
disposed of until after the time has passed to receive high priority 
orders, 

The Administrator of BDSA stated that freeze orders on warehouse 
stocks held in inventories had not been issued: It appeared on the 
date of the hearing that warehouse inventories would S depleted at 
the rate of about 175,000 tons a week, and the warehouse inventories 
were then estimated at 3 million tons. BDSA will issue directives 
whenever needed to assure fulfillment of high priority defense con- 
tracts. The defense materials system may also be used to expedite 
procurement at the end of the strike. As mills resume production, a 
large portion of that production will go to the military, Atomic En- 
ergy, and the Space Agency to expedite the recovery of the defense 
program. 

BDSA recently issued emergency delegation No. 1. This delegation 
is effective in the event of air attack upon the United States and in 
the event that communication with the Central Government is not 
possible, and would authorize the regional production representative 
of BDSA to exercise all the authorities contained in title I of the De- 
fense Production Act except those that belong to other agencies. In 
the event a BDSA production representative is not available in any 
of the regional offices, the authority would be exercised by the Assist- 
ant Director of Resources and Production of OCDM. 

The executive reserve of BDSA has been expanded and they have 
been assigned to local operations and to the headquarters in each of 
the eight regional offices of OCDM. . There were 1,200 executive re- 
servists on the date of the hearing. Important production records and 











NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 15 


survival item production data and much other data is being sent to the 
eight regional offices of OCDM. Industrial resource information will 
be available in Washington, the eight regional offices throughout the 
country, and in one central depository outside of Washington. Execu- 
tive reservists become Federal employees when they report for duty 
either on a without-compensation basis or on a per diem bedi: 

Surveys of approximately 200 survival items have been conducted 
with the view of determining availability and production capability 
now and in time of an emergency. 

The Director of BDSA stated that this agency had reviewed all of 
the materials in the stockpile within the previous 12 months, and he 
made the following statement with regard to excesses : 


Our own feeling about this matter is that, where we have 
excesses either of specification grade materials or subspeci- 
fication materials, that we should dispose of these excesses if 
they are not necessary for the purpose originally conceived, 
that is, to carry this Nation over a period of national emer- 
gency. 

It seems to me that it is quite possible to dispose of these 
excesses as they occur or when they are determined to be in 
excess in an orderly manner over a long period of time with- 
out disruption of the markets. 

I thoroughly believe this can be done without disrupting 
prices or orderly operations of commercial business, and 
while I am speaking for my own agency now and not that of 
the Government as a whole, this happens to be our belief in 
working for some years with these materials. 


With regard to funds, Mr. McCoy stated that it is difficult to dis- 
tinguish between mobilization activities and industrial studies, and 
that BDSA has this delegation because their kind of mobilization 
work is very closely allied and affiliated with their normal work. He 
expressed the belief that consideration should be given to including 
mobilization work in with the regular budget rather than to request 
separate appropriations. 


REPORT OF COMPTROLLER GENERAL TO COMMITTEE 


ComPpTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, D.C., September 15, 1959. 
Hon. Pau Brown, 
Chairman, Joint Committee on Defense Production, U.S. Congress. 


Dear Mr. CuArrman: At the request of Mr. Harold Warren, Gen- 
eral Counsel for your committee, representatives of the General Ac- 
counting Office met with Mr. Warren on August 27, 1959, to discuss 
the actions we have taken relative to recommendations by your com- 
mittee that, we examine certain aspects of the use of Government- 
owned tooling by contractors for the Department of Defense. The 
Eighth Annual Report of your committee, issued January 9, 1959, 
recommended that the General Accounting Office review defense pro- 
curement contracts to determine: (1) Whether negotiation procedures 
under defense contract procurements are adequate to assure that no 
undue competitive advantage is conferred on one contractor over an- 
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other through the use of Government tooling; (2) that the Govern- 
ment has received proper consideration for the use of the tools; and 
(3) that a statement specifying the periodic amount of rental to be 
paid has or has not been included in the contract. 

As we informed Mr. Warren, we have reviewed the circumstances 
under which a number of defense contractors have been permitted to 
use Government-owned tooling in the performance of their commer- 
cial work. These reviews have resulted in two reports to the Congress 
to the effect that rent was not being received by the Government even 
though the two contractors involved were making substantial use of 
the Government tooling on non-Government work. In several other 
examinations not yet concluded, we have found indications that rent- 
als for commercial use of Government tooling have not been received 
or have been insufficient. If these indications are borne out by all of 
the facts, reports on these reviews will be submitted to the Congress. 

In connection with our regular program for auditing defense con- 
tracts, we have reviewed the price analyses preceding many contract 
negotiations. In these reviews we have noted that such analyses, if 
properly performed, include consideration of estimated tooling costs 
and should thus disclose any unwarranted charges where tooling was 
being furnished by the Government. We have noted also that the 
Armed Services procurement regulation requires contracting officials 
to assure that authorizing the use of Government facilities, including 
tooling, does not place a contractor in a favored competitive position 
and that the Government receives adequate consideration for the use 
of the facilities. Our audits of negotiated defense contracts have 
disclosed no instances in which it could be shown that these require- 
ments were not observed. 

In view of the committee’s interest, the General Accounting Office 
is presently preparing a program for more intensive reviews of con- 
tractors’ use of Government-furnished tooling with particular em- 
phasis on the adequacy and effectiveness of controls exercised by the 
military departments to assure that the use of such tooling does not 
give one contractor a competitive advantage over another and that 
adequate rental or other consideration is received by the Govern- 
ment for use of the tooling. We plan to bring to the attention of your 
committee the results of our examinations under this program. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


STUDY OF REQUIREMENTS FOR HIGH-ENERGY FUELS 


In passing the Defense Production Act in 1950, the Congress made 
provision in section 303(a) for purchases of or commitments to pur- 
chase metals, minerals, and other raw materials, including liquid fuels, 
for Government use or resale. The language was broadened with 
the passage of the Defense Production Act Amendments of 1951, and 
made provision for purchases of or commitments to purchase metals, 
minerals, and other materials for Government use or resale. The 
stated purpose for broadening the language was to enable the Gov- 
ernment to procure needed materials for the mobilization program. 
At the direction of the committee, the staff conducted a study of 
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the supply situation of propellants. The committee staff interviewed 
numerous experts in cal out of the Government, including officials in 
the Department of Defense (and the Advanced Research Projects 
Agency), the Department of Commerce, the Office of Civil and De- 
fense Mobilization, the National Aeronautics and Space Administra- 
tion, Army, Navy, Air Force, and Applied Physics Laboratory of 
Johns Hopkins University, and numerous officials in four companies 
engaged in the manufacture or use of propellants. The report which 
was prepared by the committee staff is a classified report. 

This study covered nonstorable liquid propellants, storable liquid 
propellants, and solid propellants. Although there may be shifts in 
emphasis among the different types of propellants, it is indicated that 
there will be uses for these three types of propellants in the foresee- 
able future. Since the advantages and disadvantages of propellants 
must be measured in terms of specific applications, it is not possible to 
say that one type of propellant is better than another for all pur- 
poses. Each of the three types of propellants has some superior 
qualities for certain applications. Today, increased emphasis is being 

laced on solid propellants in the missile field although nonstorable 
iquids are of major importance in powering the principal engines 
for IRBM’s, ICBM’s, and space vehicles. Storable liquid propellants 
offer possibilities of increased use for both space vehicles and missiles. 

An accurate forecast of future propellant needs first requires some 
assessment as to the uses of solids, nonstorable liquids, and storable 
liquids. Yet, this situation has been described as being similar to the 
early days of automobile development when the comparative merits 
of the internal-combustion engine and the steam engine required 
many years to finally assess. 

Many factors must be weighed in determining which propellant 
will provide the best overall performance for a particular use. For 
example, present knowledge of known chemicals and combinations of 
chemicals indicates that the highest energy is obtainable from lique- 
fied gases. However, the time-consuming difficulties in handling tend 
to restrict the use of nonstorable liquid propellants in military ap- 
plications which require a state of instant readiness. In space pro- 
grams there would not be the same strategic requirement for instant 
readiness; and the extra energy available in liquid propellants could 
be utilized to propel space vehicles at higher velocities, carry increased 
payloads, and at the same time provide greater flexibility in a cutoff 
or restarting of the engine. Solid propellants do not offer the same 
flexibility for inflight throttling anid restarting on command, provide 
less energy than nonstorable liquids; but possess high reliability, in- 
stant readiness, simplicity in field servicing, compactness, and require 
minimum maintenance. Mobility is also a factor to be considered in 

the use of solids. Although solid propellants are more easily stored 
than liquid propellants, storable Liquid : propellants are being devel- 
oped to obtain ready-to-fire reliability somewhat comparable to solid 
propellants. 

The information obtained indicates that no regular procedure has 
been established for estimating fuel requirements on a continuous 
basis, but that these estimates are made from time to time. Since 
August 1954, the Department of Defense has conducted six surveys 
to determine estimated requirements for certain selected propellants. 
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The Office of Civil and Defense Mobilization looks to the Depart- 
ment of Defense to coordinate the propellant requirements for all 
Government projects undertaken, whether for military or nonmilitary 
purposes. This includes the requirements of the military services, the 
Advanced Research Projects Agency, and the National Aeronautics 
and Space Administration. The requirements for propellants com- 
piled by the Department of Defense are submitted to the Office of 
Civil and Defense Mobilization. At the request of OCDM, the Busi- 
ness and Defense Services Administration, Department of Commerce, 
conducts studies to determine the ability of industry to meet. these 
requirements and the additional requirements in the commercial 
market. 

The officials interviewed appeared to be in general agreement in 
their opinions as to the high-energy propellants which will be re- 
quired for military and nonmilitary purposes in the foreseeable fu- 
ture. In this study an effort was made to determine whether there 
would be an adequate supply of fuels and oxidizers under conditions 
requiring the maximum quantities. Requirements are generally lower 
for mobilization needs than for peacetime needs. This is due to the 
fact that large quantities of fuel are required in connection with re- 
search and development programs. 

The requirements for propellants would generally be known far in 
advance of actual use. Since each missile is built around a particular 
fuel, there is opportunity to plan for the required supplies of fuel 
at the time a missile program is finalized in the Department of De- 
fense. Generally the leadtime for missiles would be much longer than 
the time required for the construction of facilities to manufacture the 
fuel. 

Research contracts are being financed by the Advanced Research 
Projects Agency, Department of Defense, in an effort to find new 
chemical compounds to provide higher performance for solid propel- 
lants. This research and development program is being carried out 
through 4 major contractors and approximately 40 smaller con- 
tractors. The objective is to increase the specific impulse, which could 
be significant in terms of range and warhead capacity. 

The requirements for propellants will be subject to such further 
review as may be required by future conditions and developments. 


PROBLEMS RELATING TO HIGH-TEMPERATURE METALS RESEARCH 


In providing for the national defense and security strong reliance 
must be placed upon missiles and other modern weapons, space vehi- 
cles, and atomic energy programs. Technological progress in these 
areas is highly dependent upon the development aad improvement of 
materials to withstand extreme temperatures, pressures, and corrosive 
conditions. 

The Department of the Interior states that under current technol- 
ogy, three materials—nickel, chromium, and cobalt—are the principal 
constituents of high-temperature alloys used in jet engines, turbines, 
and motors which operate at 1,650° F. With additions of titanium, 
boron, tungsten, molybdenum, or columbium, alloys may be produced 
which appear to have useful operating temperatures up to 1,800° F. 
The Materials Advisory Board of the National Academy of Sciences 
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recently reported that an urgent need already exists for structural 
materials capable of operation at temperatures of 2,000° #, and higher 
for application in missiles, high-speed aircraft, and vehicles for the 
exploration of outer space. It is stated that even today there is a re- 
quirement for materials to serve as control surfaces for solid-fuel pro- 
pellant rocket systems, leading edges in hypersonic aerial vehicles, 
sheet-metal components for turbojet afterburner assemblies, and var- 
ious components of high-Mach-number ramjet engines. It is further 
reported that other systems yet to be designed or envisioned will make 
still greater demands for high-temperature structural materials. 
These operating conditions are said to be beyond the capabilities of 
the nickel- and cobalt-base alloys and attention has been focused on a 
family of high-melting metals referred to as refractory metals. 

The Department of the Interior recently reviewed the status of tech- 
nology of various metals and minerals that may develop an expanded 
use over the next 2 to 5 years, with particular reference to high-tem- 
perature specifications. It was concluded that there is a continuing 
demand for better performance materials at high temperatures, and 
that. present eatnas continues to approach the best use of alloys 
based on conventional combinations. 

In past years the military services were able to rely heavily upon 
materials developed for commercial purposes for use in new and im- 
proved weapons. Today there is a greater need for the development 
of new materials for use in missiles and space vehicles for which there 
are not similar commercial demands, and timing is of increasing im- 
portance. There are theoretical designs now in existence which are 
dependent upon new or improved materials in order to move forward 
to construction. 

Most research in connection with the development of new materials 
is being carried out by military contractors, a large part of which is 
an adjunct to weapons contracts. In some cases a small percentage of 
contract funds may be expended for unspecified research. The Bureau 
of Mines, Geological Survey, the Bureau of Standards, the National 
Science Foundation, and the National Academy of Sciences have im- 
portant responsibilities relating to materials research. Battelle Insti- 
tute carries out important functions in contract research and in main- 
taining an information center. Throughout the Government there are 
various offices and agencies which have responsibilities for the devel- 
opment of materials and for entering into research contracts, and the 
Federal Council for Science and Technology and the Office of Civil 
and Defense Mobilization have the task of coordinating Government 
activities in these areas. 

Due to the extent of our reliance upon new materials to strengthen 
our preparedness programs, and the wide division of responsibility 
within the Government for materials research, the maximum coordi- 
nation of effort in materials research is essential. This coordination 
of effort should give due weight to the value of research for both the 
immediate future and the years ahead, avoid gaps in research pro- 
grams and duplication of effort, and further the exchange of infor- 
mation. 

The committee staff requested that the Executive Director of the 
Materials Advisory Board of the National Academy of Sciences indi- 
cate the need for new and improved materials in the future in terms 
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of specific examples. He states that a large number of vehicles are 
being considered for operation under reentry conditions. One of the 
earliest of these is called the Dyna-Soar system. 

In the Dyna-Soar system, a winged vehicle is boosted to the upper 
level of the atmosphere and glides for distances up to several cir- 
cumnavigations of the globe. On return to the earth’s surface, its 
passage through the upper atmosphere is made at exceedingly high 
speeds with resultant very high temperatures. It is stated that the 
successful operation of this class of important scientific military ve- 
hicles requires that the vehicle withstand temperatures at leading edge 
locations of 3,500° F. and temperatures of structural members that 
may reach over 3,000° F. It is not feasible to construct or operate the 
systems unless high-temperature materials are available. 

In this same category of vehicles are those that carry men from the 
earth to space stations and back. The reentry from space involves 
even higher speeds and even higher temperatures. It is stated that, 
ultimately, the successful operation of large-payload-carrying devices 
will depend on local areas being able to withstand temperatures of 
over 4,000° F. and structures withstanding temperatures over 3,000° F. 

It is estimated that the development of reliable materials satisfy- 
ing these temperature requirements will require several years of in- 
tensive research and development. The technical problems are rather 
clearly defined by a series of studies that have recently been completed, 
but the amount of effort in terms of dollars and man-years necessary 
to apply existing knowledge to the solution of the problems is said to 
substantially exceed normal research and development budgets for 
materials. It is said that the development of high-temperature ma- 
terials is of importance not only to vehicles of this kind but that 
vehicles of this kind cannot operate effectively without high-temper- 
ature materials. 

MAB reports that nuclear-propulsion systems are exceedingly at- 
tractive from the standpoint of a low fuel weight, but to be efficient 
they must operate at exceedingly high temperature so that the fluid 
which is heated can be utilized at the highest possible temperature. 
It is also stated that materials not only have to resist high temper- 
atures but also must be compatable with the nuclear requirements. 
It is stated that the development of refractory materials that can 
satisfy both the nuclear and the high-temperature regime is essential 
to the development of efficient nuclear-powerplant systems, and that 
such systems would have utility for power generation in space as well 
as many important propulsion applications. 

The following pertinent information from MAB relates to the im- 
portance of high-temperature materials in propellant systems: 


In chemical rocket propulsion systems, liquid propellants 
for rockets are generally circulated as coolants in the area of 
the high-tempcrature exhaust at the nozzle of the rocket 
motor. Accordingly, the very high temperatures in the flame 
can be tolerated by rather low temperature materials. How- 
ever, solid rocket motors cannot be cooled by any known tech- 
niques that are reliable. Accordingly, the material of the 
rocket nozzle must be selected and developed so as to with- 
stand very high temperature gases moving at high velocities. 
Improvement in the effectiveness of propellants is desirable 
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to increase the range and performance of the solid rocket 
motor itself. However, the improvements that may yield 
a 10-percent increase in impulse are always accompanied by 
an increase in flame temperature. 

Flame temperatures are now being considered that ap- 
proach the melting points of the most refractory of the 
metals. Unless these high-temperature metals are available 
and provided with suitable nonmetallic coatings or backup 
— the high-performance fuels are of little direct 
utility. 

Refractory metals based on the element tungsten and, to 
some extent, on combinations of low-melting-point metals 
such as tantalum and molybdenum are again required to per- 
mit the use of highly energetic propellants and efficient nozzle 
design. Without these materials, a significant loss in per- 
formance up to 20 to 30 percent may be introduced. Again 
the development of the refractory metals for these purposes 
will be of great importance for other devices but these par- 
ticular solfd- propellant systems cannot operate as efficiently 
as desired without the availability of refractory materials. 


On October 31, 1957, the Director of the Office of Defense Mobiliza- 
tion (now OCDM) appointed a Special Stockpile Advisory Committee 
to review stockpiling policies and programs. In issuing a report on 
January 28, 1958, the Special Stockpile Advisory Committee stated 
that it was impossible to identify the high-temperature or other special- 
property materials which might be in the greatest demand as new tech- 
niques are developed, The Advisory Committee recommended that a 
mechanism be established to appraise the possible effects of research 
and development activities on requirements for such materials and 
that stockpile objectives be projected for as much as 5 to 10 years hence 
where such need is indicated. After reviewing the report of the Ad- 
visory Committee, the Director of ODM (now OCDM) issued Defense 
Mobilization Order V-7, dated June 30, 1958, which reads in part as 
follows: 

Provision for special-property materials 

Prospective needs for high-temperature and other special- 

property materials shall be considered on the basis of a od 
period beginning not more than 2 years in the future. Esti- 
mates of requirements therefor shall be included in the com- 
putation of objectives when there are indications of reason- 
ably firm minimum requirements. In this connection arrange- 
ments shall be made for the regular availability of objective 
scientific advice to assist in such evaluation. 


In implementing this policy the Director of ODM (now OCDM) 
wrote interested ru eae and the Special Assistant to the 
President for Science and Technology, the National Science Founda- 
tion, and the National Academy of Sciences, on June 30, 1958, and 
solicited their cooperation in supplying such information as may be 
helpful in establishing estimates of demand and supply for high-tem- 
perature and other special-property materials. He also requested re- 
ports at least twice a year on any developments which might have a 
bearing on the demand-supply situation for such materials. 
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During the past year OCDM has received reports from four sources : 
The Business and Defense Services Administration, the Office of the 
Director of Defense Research and Engineering of the Department of 
Defense, the Department of the Interior, and the Materials Advisory 
Board of the National Academy of Sciences. In a letter dated April 3, 
1959, BDSA advised OCDM as to the adequacy of the supply of 28 
materials, including metals and chemicals used for eaelneaie, 

The Director of OCDM received a report on ees technology 
aud materials availability from the Director of Defense Research and 
Engineering of the Department of Defense on January 1, 1959, and 
July 1,1959. The purpose of these reports was to furnish authoritative 
and timely forewarning of new, militarily important uses of materials 
that appear to call for such quantities that the adequacy of supplies 
available to the United States may be questioned. The reports also 
represent a periodic canvass of prospective changes in the application 
or utility of materials brought about by advances in military and mili- 
tary-supporting science and technology. The July 1, 1959, report in- 
dicates that there is a fair prospect that, owing to developments in mili- 
tary technology, each of the following materials will be needed in 
significantly larger amounts during the period to mid-1964: Bery!- 
lium, molybdenum, bismuth, tellurium, helium, and titanium. 

There are two other classes of materials which the Department of 
Defense plans to keep under surveillance. Although some research 
is being performed in connection with these materials, it is not antici- 
pated that military demand will be affected within the 5-year period 
ahead, One of these classes consists of materials that are not now 
of any consequence in engineering applications but are receiving 
some research attention because of potentially attractive properties. 
The materials in this class are rhenium, hafnium, yttrium, cesium, 
rubidium, europium, gadolinium, and scandium. The second class 
is a group of materials now in considerable demand but which, as a 
possible result of research now in progress, may encounter substan- 
tially more military demand in the future. The materials considered 
in this class are platinum-group metals (rhodium), columbium, vana- 
dium, tungsten, tantalum, selenium, zirconium, thorium, lithium, 
magnesium, silicon, cadmium, silver, quartz crystal, and gallium. In 
addition to tellurium, some of the other major materials reported 
to be receiving attention in the research and development effort 
centering around thermoelectric or solid-state-conversion effects are: 
aluminum, antimony, arsenic, gallium, germanium, indium, lead, 
nickel, selenium, silver and sulfur. 

The report of the Department of the Interior reviews the status 
of the technology of various metals and minerals that may develop 
an expanded use over the next 2 to 5 years, with particular reference 
to high-temperature applications. It is stated in the report of 
the Department of the Interior that there is a continuing demand for 
better performance of materials at high temperatures, and that 
present technology continues to ran the best use of alloys based 
on conventional combinations. It is reported that many ceramic 
materials have been removed from consideration simply because im- 
proved properties, notably ductility and impact strength, could not be 
achieved fast enough to supply modern-day needs. The report of 
the Department of the Interior sets forth pertinent information on 
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From the viewpoint of current technology, three metals— 
nickel, chromium, and cobalt—are the principal constituents 
of high-temperature alloys used in today’s jet engines, tur- 
bines, and motors, which operate at 1,650° F. Chromium 
imparts oxidation resistance to the nickel-base or cobalt-base 
alloys. With additions of titanium, boron, tungsten, molyb- 
denum, or columbium, there are empirically compounded 
alloys which appear to have useful operating temperatures 
up to 1,800° F. This appears to be close to the limit that 
might be achieved under present techniques. 

The hope of attaining alloys to work at much higher tem- 
»eratures depends on the high-melting point materials, co- 
jumbium, tantalum, molybdenum, and tungsten, all of which 
present problems in purification, workability at room tem- 
perature, and oxidation at high temperatures. Molybde- 
num is an example of the effort needed. In the last 15 years 
the workability problem has been solved in part, but there 
is still little protection against oxidation. 

Early results of the present work on tungsten alloys are 
promising, but several years of investigation requiring many 
millions of dollars may be needed to develop a good tungsten- 
base alloy. On astrength-weight basis tungsten is the best of 
all metallic materials above 2,400° F. that can be obtained 
today ; however, it does not completely satisfy our needs and 
is only a compromise until a better material can be developed. 
Nevertheless, a great interest in tungsten-base alloys can be 
expected for many years tocome. A recent Bureau of Mines 
development on the vapor deposition of tungsten promises to 
have wide use for the protective coating for other materials 
used in the missile and rocket industry. 

Columbium has received meee attention in the past 
4 years and several columbium-base alloys for high-tempera- 
ture service have been developed which have excellent cree 
rupture strength at 1,800° F. Columbium is used as a fuel- 
alloying element in nuclear reactors, and experiments on other 
applications in nuclear power systems are being made. 

umbium-base alloys also show promise for use in jet en- 
gines and as a structural material in high-speed aircraft. Al- 
though production of columbium metal more than doubled 
from 1957 to 1958, it is believed that demand will expand at a 
more moderate rate in the future. 

Tantalum is similar to columbium but is more resistant to 
corrosion and has an even higher melting point. Although 
supply roblems may preclude wide use of tantalum-base 
alloys, the metal appears to be a valuable additive element for 
high-temperature alloys based on metals such as columbium. 

henium has the second highest melting point of all the 
metals, and only in recent years have physical metallurgists 
demonstrated that the metal can be fabricated into useful 
forms. Although substantial commercial uses for the metal 
have not yet developed, rhenium has many important poten- 
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tial uses such as in filaments or cathode structures, electrical 
contacts, thermocouples, and in high-temperature strength 
alloy. 

Hay ith is of interest as a moderator or reflector in nu- 
clear reactors. It is intriguing also as a structural material 
for aircraft frames because of its low weight, good strength, 
and unusually high stiffness. Of late the space-travel plan- 
ners have become interested in beryllium. The pay load of 
these crafts is so unbelievably low that serious consideration 
can be given to such an expensive metal as beryllium if it 
will increase the payload only 1 percent. 

Titanium has a higher melting point than iron but its 
strength decreases rapidly above intermediate temperatures. 
Development of alloys which hold their strength at higher 
temperature levels is progressing. The exceptional corrosion 
resistance of titanium in aqueous solutions, particularly in 
oxidizing liquids such as hot nitric acid, has been extended to 
reducing acids by alloying. 

Zirconium is used as a structural material and a fuel-clad- 
ding metal in nuclear reactors, and its use is increasing in spite 
of the fact that stainless steel is also being extensively used. 
Hafnium is used for control rods in nuclear reactors. 

Thorium is finding a marked increase in application in 
magnesium-thorium alloys for use in missile and aircraft op- 
erating at intermediate temperature ranges (600° to 700° F.). 

Recent development in thermoelectricity indicates that tel- 
lurium and selenium binary and ternary semiconductor com- 
pounds have the best performance characteristics for use in 
thermoelectric devices for the immediate future, especially in 
military and astronautic applications. The advantages of 
simplicity, silence, and portability are said to offset the higher 
initial cost. The two major fields of application for tellurium 
and selenium thermoelectric devices are (1) creating a heating 
or cooling effect depending on the direction of the passage of 
electricity (Peltier effect) or (2) generating electricity by the 
application of heat (Seebeck effect). Informal estimates of 
the quantity of tellurium required within the next few years 
are many times the present consumption levels. The impend- 
ing demand for tellurium could become so serious that a sup- 

ly requirements study should be made. Tellurium has the 

est performance characteristics in thermoelectric devices, 
but selenium is expected to be a major substitute should a 
shortage of tellurium develop. 

The Department of Defense has drastically reduced its 
high-energy boron fuels program. Several contracts with 
private concerns have been canceled, and a number of plants 
producing boron fuel have been closed. One plant producing 
the B*° isotope has been closed and placed in san ty condi- 
tion. Thus, although boron still has an important potential 
in the field of special-property materials, the rate of com- 
mercial development of anticipated major new uses has been 
interrupted. Emphasis has been returned to research activi- 
ties. 
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Ceramics and cermets (combinations of ceramics and 
metals) form a group of potential high-temperature mate- 
rials. Nonalloy compounds of the metals discussed, notably 
the oxides and carbides, have much higher melting points than 
the metal. They also have excellent oxidation resistance; for 
example, thorium oxide, carbide, and zirconate have melting 
points above 5,070° F. and very high boiling points, making 
them among the best of refractory materials. Yttrium oxide 
also has a high melting point (4,370° F.) and other yttrium 
compounds such as the sulfide, boride, and carbide, as well as 
the corresponding oxides and compounds of some of the 
“heavy” rare-earth metals, may have excellent refractory 
properties for many uses. Many improvements have been 
made in the last 10 years on increasing the purity and flexure 
strength of such materials, in bonding them to others, and in 
applications, but the fundamental problem of low shock re- 
sistance has not been solved. 

The thermoelectric effects of bismuth intermetallic com- 
pounds promise development of nonmechanical refrigerators 
and air conditioners powered by low-energy heat sources. 
To a lesser extent, the alloy may be used for silent power 
generation. Ifthe possibilities are realized and more effective 
materials are not developed, demand for bismuth will expand 
greatly during the next 5 years. The understanding of solid- 
state phenomena is advancing so rapidly that it is quite pos- 
sible other as-yet-unconsidered materials may soon be effective 
substitutes for bismuth thermoelectric devices. 

Gallium arsenide is becoming of increasing importance to 
the electronic industry. Uses developed for it include solar 
cells for powering electronic CaSEERA in space vehicles and 
high-temperature diodes for telephone systems and rectifiers. 
Other compounds, such as gallium antimonide and gallium 
phosphide, have also demonstrated interesting properties for 
use in electronic devices. 

Indium is used principally in electronic devices, sleeve bear- 
ings, and low-melting alloys. Larger use of indium in elec- 
tronic devices is anticipated and potential uses for indium 
compounds in electronics are Faye ly developing. A silver- 
cadmium-indium alloy is a possible substitute for hafnium as 
a control-rod material in nuclear reactors. 


In a report to OCDM dated April 2, 1959, the MAB made a review 
of earlier studies in high temperature and other special property ma- 
terials with particular emphasis on technological developments. ; 

In another report to the Director of Defense Research and Engi- 
neering, dated October 15, 1959, the Committee on Refractory Metals, 
MAB, made an appraisal of the problems associated with providing 
useful mill products to the missiles industry in both quantity and 
quality. This report covered the situation from ores to mill products, 
with special attention to technology, supply, and facilities. The as- 
signment was handled by several panels, each comprising two groups: 
one dealing with raw materials and the other with applications. The 
raw materials group considered the availability and facilities for 
ores up to and including the production of mill concentrates, while 
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the applications group was concerned with the environmental and 
fabrication requirements and how they are met by the alloy systems, 
and the problems involved in production ranging from the reduc- 
tion of concentrates to metal through to the manufacturing of mill 
products. The specific metals included in the study are molybdenum, 
columbium, tungsten, tantalum, chromium, vanadium, rhenium, and 
the platinum group. 

The Committee on Refractory Metals, MAB, concluded that the 
metals.of importance for structural use in air vehicles are molybdenum, 
columbium, tungsten, and tantalum. Of these, molybdenum and 
columbium will be used generally below 3,000° F., largely in applica- 
tions between 1,800° and 2,600° F. It is believed that tungsten and 
tantalum will be employed most frequently in those situations where 
the operating temperatures exceed 2,600° F. 

The report of the MAB committee states that in spite of the fact 
that strong alloys of molybdenum and columbium are available, there 
can be little use of these and other refractory metals until a number 
of serious problems have been resolved. These problems include pro- 
tective coating, producibility, welding, and analytical chemistry. It 
is reported that producibility problems can be attacked directly with a 
high probability of early success if adequate funding is available and 
soul: programs are organized. Welding is said to be a more difficult 
problem. Small laboratory welds, subjected to post weld mechanical 
and thermal treatments, have exhibited ductility. Larger welds made 
under production conditions generally do not. Protection against 
oxidation resistance is also reported to be a very difficult problem. 
Much work has been done on coatings and some on alloying. Accord- 
ing to the report, no hen yet offers universal solution. For 
limited times under specific conditions, protection against oxidation 
is possible. The report states that work on coatings, per se, and on 
their application to larger assemblies is of critical importance, with 
probability of limited success quite high, but that universal success is 
not considered likely at this time. 

In referring to basic research for refractory metals, the MAB com- 
mittee states that a number of areas of fundamental research must 
be viewed as mandatory, as it is unlikely that major alloy improve- 
ments will be possible without support of these areas. This includes 
eae diagram studies, transition temperature for ductile to brittle 

racture, oxidation and surface protection, methods of purification of 
the pure metal and purification of alloys during melting, thermal 
shock resistance, physical metallurgy, and fabrication and deforma- 
tion characteristics. It is stated in the report that a small part of the 
work recommended is already underway in a number of the refractory 
metal areas, but that it is quite obvious that this effort is neither 
broad enough nor intense enough to provide the desired information 
necessary for alloy development wa application. The MAB com- 
mittee states that while it would be desirable to say that certain of 
these items should be supported first, it would not be wise to suggest 
that this be done. They further state that it is quite obvious that 
most, of these studies must go on simultaneously, as previous ex- 
perience has shown clearly that a solution to a problem or a gain in 


knowledge in any one area will not advance the overall effort unless 
the other fields also keep pace. 
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The Office of the Director of Defense Research and Engineerin 
advises that the Department of Defense has carried out substantia 
research dealing with the properties of molybdenum over a period 
of more than 10 years, and undertaken high-temperature research 
in certain other refractory metals more recently. It is reported that 

lans are now underway in the Department of Defense to accelerate 
high-tempersture programs for refractory metals in line with the 
recommendations made in the report of the Materials Advisory Board 
of the National Academy of Sciences dated October 15, 1959. 

In February 1959, the National Academy of Sciences appointed a 
special committee on scope and conduct of materials research. It is 
the purpose of this committee to review the total material research 
needs of the country, to ascertain the adequacy of present research 

rograms to meet the needs, to appraise the manpower resources and 
Pack ities that are available, and to make recommendations for over- 
coming the deficiencies. Earlier the President’s Science Adviso 
Committee had indicated to the National Academy of Sciences that 
there was urgent need for such a study of materials research. It is 
understood that the final report of the special committee, covering such 
matters as needed organizational changes, improvement of Govern- 
ment incentives, assurance of adequate supplies of raw materials, 
dissemination of research information, and strengthening of basic 
scientific research, was submitted in the fall of 1959 and is now under 
active consideration by the interested agencies. 
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DEFENSE PRODUCTION ACT EXPANSION PROGRAMS AND RELATED PROGRAMS 


_ Congress has enacted several laws under which Government agen- 
cies are authorized to acquire strategic and critical materials. "The 
primary purpose of this legislation has been to provide for the avail- 
ability of adequate supplies to meet the military requirements and 
essential civilian needs in the event of an emergency. Some legisla- 
tion has been enacted for the purpose of rendering economic assist- 
ance through domestic purchases for retention in Government inven- 
tories, 

In addition to the Defense Production Act of 1950, as aniended, 
urchases of materials have been authorized under the Strategic and 
sritical Materials Stockpiling Act of 1946 (Public Law 520, 79th 

Cong.) ; the Domestic Minerals Program Extension Act of 1953 (Pub- 
lic Law 206, 83d Cong.) ; the Agere Trade Development and 
Assistance Act of 1954 (Public Law 480, 83d Cong.) ; the Domestic 
Tungsten, Asbestos, Fluorspar, and Columbium-Tantalum Produc- 
tion and Purchase Act of 1956 (Public Law 733, 84th Cong.) ; the 
Federal Facilities Corporation Act of 1956 (Public Law 608, 84th 
Gong.) » and the Agricultural Act of 1956 (Public Law 540, 84th 
ong.). 
“ TOTAL GOVERNMENT INVENTORIES 


During the 12 months ending June 30, 1959, strategic materials 
having a cost value of $431,979,593 were added to Government inven- 
tories. These deliveries increased the total inventory value of all 
materials acquired under congressional authorizations to $8,296,582,- 
900. Of this total, the amount of $752,273,600 consists of materials 
which are of nonstockpile grade. Some of these materials which are 
of nonstockpile grade have little or no market value at the present 
time. Although GSA has not considered it practical to place a mar- 
ket value on these materials, a rough estimate of the market value of 
the nonstockpile grade materials is understood to be about one-fourth 
of the book value. It has been suggested that figures be compiled on 
the market value of these materials, 

Of the total inventory, materials having a cost value of $7,554,309,- 
300 were of stockpile grade as of June 30, 1959, and the market value 
was estimated to be $7,158,858,500. As of June 30, 1958, the inventory 
loss, or difference between acquisition cost and market value, was more 
than twice the $385,450,800 differential indicated as of June 30, 1959. 
This indicates an improvement in the market value of minerals dur- 
ing the past year. 

GSA estimates that additional materials having a cost value of $718 
million will be delivered to Government inventories under firm con- 
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tracts and “put” options through fiscal year 1965, as follows: Defense 
Production Act inventory, $510.8 million; national stockpile, $46 
million; and CCC inventory for transfer to the supplemental inven- 
tory, $161.2 million: Of the $510.8 million in anticipated deliveries 
to the DPA inventory, over 95 percent is expected to consist of the 
materials which follow: Aluminum, cobalt, copper, metallurgical 
manganese, mica, nickel, and titanium. The table which follows sets 
forth the various Government inventories of materials of stockpile 
grade anc of nonstockpile grade, including the acquisition cost and 


market value of existing inventories and the dollar value of materials 
on order. 


Summary of Government inventories, June 30, 1959 





Inventory 
On order, 
acquisition 
Acquisition Market cost 
cost value ! 





National stockpile (Public Law 520): 
ED CII ied eters «jie stro gla -~<canteaeeinine 


$5, 916, 844, 000 | $5, 784, 864,400 | 2 $45, 987,000 
Nonstockpile materials UE Uno cencbicg chp dincligucces—- 


6, 216, 227, .A 











Defense Production Act inventory (Public Law 744): 
WORE INO Se wnt San ses nope ac Ghanucctasete 


3 943,01" 100 704, 477,100 | 4510, 751,000 
Nonstedixpile mmtertals ... . .. 2c nncccinen-scecasesseshin 


425,1t 900 





Supplemental stockpile (Public Law 480): 
Stockpile grade 






581, 227, 700 § 573, 7€1, 200 | 





Nonstockpile materials... .....£......-.--------....-- Re ee 
NIN icin insiocsngatieenchdbee mnthannbaping aineimake tama 604, 139, 200 |... gids atenitecdeni 
Commodity Credit Corporation inventory (Public Law , Sik 
480): 
i ic ila ais 93, 701, 400 86, 659, 600 161, 251, 000 
ORD SI 6 ncchasctscgececiennahenanecs QE Vieni a+ cnsmmbakbslivkoeiboaeesbe 
WR Se te ee, tel no ee ae SR Litt ancddcntecasbitdadspaasmilks 
Federal Facilities Corporation (Public Law 608): Ste 
Oe Ee er eS ee ee ee ae 9, 519, 100 9, 096, 200 |......... 





Subtotals: 
Ii kn. wiunincinlaidiseaueiueabrminn 


7, 544, 309,300 | 7, 158, 858, 500 717, 989, 000 
Nonstockpile grade 


752, 273, 600 |...........-..- 


scayidiasacelbiba 








CE I i ia deo ckisd pueda andnnkebeet 


8, 296, 582,900 | 7, 158,858,500 | 717, 989, 000 


1 Market value of nonstockpile materials not available. 
2 Includes materials valued at $10.8 million to be transferred from International Cooperation Adminis- 


tration account at no cost to the stockpile; also $4.5 million cost of upgrading certain materials now in 
inventory. 


3 Does not include work in process (Nicaro nickel and mica) totaling $524,577. 

‘ Value of materials at market prices which it is reasonable to assume Government will be required to 
accept under Defense Production Act expansion program contracts. 

5 Includes transfer of $27.5 million ($26.7 million material costs and $0.8 million accessorial costs) from 
Department of the Interior inventory acquired under Public Law 733. 


_ Nore.—Nonstockpile materials include materials in Government inventories not having stockpile ob- 
jectives or not meeting stockpile specificatfons. 





30 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 


DEFENSE PRODUCTION ACT INVENTORY 


During the fiscal year ending June 30, 1959, minerals and metals 
having a cost value of $246.6 million were delivered to the DPA in- 
ventory. Of this total, approximately $152.2 million were acquired 
under “put” options in DPA expansion contracts. Aluminum, cop- 
per, manganese, and nickel made up nearly 90 percent of the total 

eliveries. From the inception of the expansion programs through 
June 30, 1959, minerals and metals delivered to the DPA inventory 
amounted to $2,407,457,978 of which materials having a cost of 
$1,035,843,049 were sold to the national stockpile and to private con- 
tractors, primarily for defense purposes. Receipts from the sale of 
these materials amounted to $968,720,982. The materials in the DPA 
inventory as of June 30, 1959, had a cost value of $1,371,614,929 (in- 
cluding $3,427,929 of materials in transit and being processed) and a 
market value of $84,912,000. 

During the fiscal year 1959 there were no transfers of strategic 
materials from the DPA inventory to the national stockpile, as funds 
were not appropriated for this p se. Sales to indu consisted 
primarily of about $20 million worth of nickel, and limited quantities 
of Mexican manganese, mica scrap, and nonspecification grade tita- 
nium sold as surplus. Mercury, having a value of about $4.4 million, 
was transferred to another agency. 

The table which follows sets forth pertinent information relating 
to the Defense Production Act inventory, including purchases and 
sales, current inventories at cost and market, profits and losses, and 
operating expenses. 


: 


5O through June 30, 1959 


fearm inwantarw 


Total purchases, inventory, and operating costs, December 19 
ee. 


| 


r 


Summary of Defense Production Act inventory 
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STATUS OF DEFENSE PRODUCTION ACT BORROWING AUTHORITY 


The President is authorized, under section 302 of the Defense Pro- 
duction Act, to provide for loans and the guarantee of loans to private 
business for the expansion of capacity, the development of technologi- 
cal processes, or the production of essential materials, including the 
exploration, development, and mining of strategic and critical metals 
and minerals. Section 303 of the act makes provision for purchases 
of or commitments to purchase metals, minerals, and other materials, 
for Government use or resale, and for the encouragement of explora- 
tion, development, and mining of strategic minerals and metals. This 
section also provides for the processing and refining of materials, and 
for transportation and storage. When in his judgment it will aid the 
national defense, the President is authorized to install additional 
equipment, facilities, processes, or improvements to plants, factories, 
and other industrial facilities owned by private persons. 

Section 304(b) of the Defense Production Act authorizes, subject 
to the approval of the President, borrowings from the Treasury of the 
United States to carry out the purposes of sections 302 and 303 of the 
act. Section 304(b) reads in part as follows: 


Any agency created under this section, and any depart- 
ment, agency, official, or corporation utilized pursuant to this 
section is authorized, subject to the approval of the President, 
to borrow from the Treasury of the United States, such sums 
of money as may be necessary to carry out its functions under 
sections 302 and 303: Provided, That the amount. borrowed 
under the provisions of this section by all such borrowers 
shall not exceed an aggregate of $2,100 million outstanding 
at any one time: Provided further, That when any contract, 
agreement, loan, or other transaction heretofore or hereafter 
entered into pursuant to section 302 or 303 imposes contingent 
liability upon the United States, such liability shall be con- 
sidered for the purposes of sections 3679 and 3732 of the Re- 
vised Statutes, as amended, as an obligation only to the ex- 
tent of the probable ultimate net cost to the United States 
under such transaction; and the President shall submit a 
report to the Congress not. less often than once each quarter 
setting forth the gross amount of each such transaction 
entered into by any agency of the U.S. Government under 
this authority and the basis for determining the probable 
ultimate net cost to the United States thereunder. 


As of June 30, 1959, OCDM had allocated $2,099,684,000 of the 
$2.1 billion borrowing authority to delegate agencies to carry out 
Defense Production Act programs. Only $316,000 had not been 
allocated as of June 30, 1959. 
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Allocated for activities authorized under sec. 302: 


TOOTING. .05 “TOO ROET canis aetna ob enanbenet $165, 00, 000 
GaP. OO no ssbld hd bth nrigunetasion Meabialoceiegaib 25, 500, 000 
' 190, 500, 000 


Allocated for activities authorized under sec. 308 procurement pro- 
grams: 


General Services Administration..._..........-..----_-.- 1, 804, 000, 000 
Department: of “Treasury wo nk , 600, 000 
Department of Agriculture__....__.___..------__-_-------__ 67, 784, 000 
Minerals exploration program: Department of the Interior____~-_ 35, 800, 000 
Oba FS Et A ig Sa ee oe ign nas 1, 909, 184, 000 

Total, funds: alocete@... 4) a bidet clits 2, 099, 684, 000 
Reserve, unalloceted., Dy... OCT faicstechestin- ainsi a bncnsbenpettinchgecicassemiuinitphe 316, 000 
Poral DateOwsee Maen ~ a e  S  ee ee 2, 100, 000, 000 


The $2.1 billion borrowing authority was increased through the 
appropriation of the sum of $108 million in the 86th Congress (Public 
Law 86-213). 

From the inception of Defense Production Act program in 1950 
through June 30, 1959, the total certifications amounted to $8,267,- 
509,000 and the total gross transactions contracted amounted to $8,- 
022,420,000. The estimated probable ultimate net cost as of June 30, 
1959, was estimated to be $1,219,885,000. Although there was a reduc- 
tion of $87.4 million in the total program certified as compared with 
June 30, 1958, there was an increase of $35.4 million in the estimated 
probable ultimate net cost. This is due largely to interest charges. 

Of the DPA activities mentioned above, the gross transactions con- 
tracted by the General Services Administration as of June 30, 1959, 
amounted to $7,489,870,000. The transactions of GSA include facility 
expansions and supply contracts for strategic and critical materials, 
and contracts for special services (including research). The probable 
ultimate net cost of the Defense Production Act programs of GSA 
was estimated at $1,111,934,000 as of June 30, 1959. Since these esti- 
mated costs include not only the actual losses realized to date on the 
resale of materials, operating expenses, Treasury interest, research 
expenses, etc., but also a forecast of the losses and expenses to be 
incurred in the future, it will be many years before the total cost 
to the Government has been fully realized. For example, of the 
total probable ultimate net cost of $1,111,934,000 estimated through 
1965, only $271.1 million was actually realized as of June 30, 1959. 

Of the $7,489,870,000 in gross transactions contracted by GSA, 
nearly $6.4 billion were completed, cancelled or terminated as of June 
30, 1959. Of this amount deliveries to the Government (represented 
by material acquisitions, facility expansions and special services) made 
up $3.7 billion. The remaining $2.7 billion represented obligations 
which the Government was not required to accept due largely to direct 
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sales of contractors to purchasers other ‘than ‘the Governmenit, somé 
“put” options of contractors not being exercised, and cancellation or 
reductions in some contracts. According to GSA, contract reductions 
accomplished from July 1, 1957, to August 31, 1959, were estimated 
to be $336,100,000, and $287,923,000 of this amount related to Defense 
Production Act contracts. OCDM policy established in 1958 provided 
that any commitments for deliveries to the stockpile or DPA. inven- 
tories beyond the maximum objectives be cancelled when settlements 
could be arranged that would be mutually satisfactory to the supplier 
and the Government, and would not be disruptive to the economy. 

The probable ultimate net cost of $1,111,934,000 for DPA programs 
estimated by GSA consists of the following: Losses realized to date, 
$271.1 million; losses anticipated on DPA inventories on hand, $576.8 
million; and losses estimated on future deliveries and other transac- 
tions, $264 million. From the inception of the program to June 30, 
1959, the interest charges on DPA funds borrowed from the Treasury 
amounted to $135.7 million and it is estimated that an additional 
amount of $120.8 million will be due the Treasury through June 30, 
1965. The administrative cost totaled $20.2 million as of June 30, 
1959, and it is estimated that this cost will increase $10.5 million 
through the fiscal year 1965. 


ESTIMATED FUTURE CASH REQUIREMENTS 


Prior to mid-1957 it was thought that the $2.1 billion authorized 
would be sufficient to cover the cost of Defense Production Act pro- 
grams through the fiscal year 1965. The Defense Production Act 
inventory has been the source of supply for a high percentage of the 
materials purchased for the stockpile. Substantial purchases for 
future delivery were made through the use of Defense Production Act 
funds to meet the requirements of stockpile objectives based on an 
emergency of 5 years duration. When planning to meet a possible 
future emergency was reduced from 5 years to 3 years, the stockpile 
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objectives were reviewed and reduced substantially. Deliveries of 
materials to the Defense Production Act inventory under contracts 
entered into in previous years are continuing and most of these mate- 
rials are not required to meet defense needs as measured in terms of 
stockpile objectives. Funds have not been appropriated for the trans- 
fer of materials from the Defense Production Act inventory to the 
national stockpile during the past 3 years. In addition, the decline 
in the 1957-58 level of Vasintes activity resulted in less industrial 
demand and reduced market prices for metals and minerals, and con- 
tractors exercised their options to “put” increased quantities of excess 
production. The increased deliveries and retention of materials in 
the DPA inventory have required a relatively large amount of capital. 

As of September 30, 1959, the maximum exposure of the Govern- 
ment under outstanding DPA contracts was approximately $808.9 
million. Due to improved business conditions, it is expected that 
contractors will not exercise all “put” options. The General Services 
Administration estimates that the sum of $474.4 million more near! 
represents the cash requirement needed to make payment for DP. 
materials through 1965. Approximately $5 million of this total covers 
materials delivered and awaiting payment and the remainder covers 
estimated future deliveries. 

The table which follows sets forth the cash requirements which 
GSA estimates will be needed to meet Defense Production Act obli- 
gations through the fiscal year 1965. The table indicates that addi- 
tional funds will be required to cover expenditures for the fiscal year 
1961. The surplus as of the end of the fiscal year 1960 is estimated 
to be $63,068,000. This figure is based on a total fund availability of 
$2,208 million less funds required of $2,144,932,000 through the fiscal 

ear 1960. The total fund availability of $2,208 million consists of a 
rrowing authority limitation of $2,100 million and appropriations 
of $108 million in Public Law 86-213, 86th Congress. e table indi- 
cates that under this fund availability there will be an estimated 
deficit of $55,295,000 as of the end of fiscal year 1961 and the deficit 
would increase each succeeding year through fiscal year 1965, at which 
time the deficit would be $458,109,000. 
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NATIONAL STOCKPILE 


The Strategic and Critical Materials Stock Piling Act (Public Law 
520, 79th Cong.) provides for the accumulation of strategic and criti- 
cal materials for use in the event of a national emergency. 

In issuing Defense Mobilization Order V-7 on June 30, 1958, the 
Director of OCDM stated that all strategic stockpile objectives should 
be limited to meeting estimated shortages of materials for a 3-year 
emergency period and should be adequate for limited war or general 
war, whichever shows the larger supply-requirement deficit to be met 
by stockpiling. 

Stockpiling planning is carried out for two types of objectives: (1) 
Basic objectives, and (2) maximum objectives. The basic stockpile 
objective represents the deficit after allowing for U.S. production and 
imports from world sources, the latter being discounted in varying 
degrees according to estimated strategic risks involved. The maxi- 
mum objective is computed in the same way, except that imports onl 
from nearby areas, such as Canada, Mexico, and Cuba, are eabalie 
The basic objectives are to be achieved as expeditiously as possible, 
whereas procurement for maximum objectives takes a lower priority. 

As of June 30, 1959, there were 73 materials for which basic and 
maximum objectives had been established. The current objectives, 
based on the 3-year concept, are substantially lower than the objectives 
which were previously established under planning for a 5-year emer- 
gency. There are large quantities of materials which were acquired 
under the earlier objectives which are not now required to meet maxi- 
mum objectives. However, current objectives do not cover postattack 
recovery. The Director of OCDM, in testifying before this committee 
on August 18, 1959, stated as follows: 


One of the important current activities is to determine the 
role of stockpile materials in relation to general war with 
nuclear attack, including the problem of postattack recovery. 


OCD©M is currently reviewing interim-stockpile objectives. The 
analysis is expected to be completed early in 1960. To date only lim- 
ited guidance is available from the military services and the national 
damage-assessment center for estimating the requirements and avail- 
ability of supply in the event of an attack on this country and the esti- 
mated quantity of materials that will be needed to meet rehabilitation 
requirements following a nuclear attack. The current round of re- 
views, therefore, will cover mainly conditions of war without attack 
on this country. Indications are that some months will be required to 
determine both military requirements and rehabilitation needs, taking 
into account all the pertinent factors to be considered in case of an 
attack. 

Of the $8,296,582,900 of materials in all Government inventories, 
materials are carried in the national stockpile having a cost value of 
$6,216,227,300. Of this total, the amount of $5,916,844,000 is for ma- 
terials which meet stockpile specifications for which there are stockpile 
objectives; however, the $5,916,844,000 figure includes $2,086,813,900 
in materials which are in excess of maximum stockpile objectives. Of 
the remainder of the national stockpile, the amount of $95,746,500 does 
not meet stockpile specifications, and the amount of $203,636,800 con- 
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sists of materials which do not have stockpile objectives. It is re- 
ported that some of the materials met stockpile specifications when 
acquired but no longer qualify due to technological advances. Others 
were purchased early in the stockpile program with the view of up- 
grading to usable form under emergency conditions. Some additional 
materials were transferred from other agencies to the stockpile. 

The following table sets forth the materials carried in the national 
stockpile and the various Government inventories, including acquisi- 
tion cost, market value, and the quantities in excess of maximum 
stockpile objectives : 


Summary of Government inventories, June 30, 1959 


(Maximum stockpile objective: Market value, $4,147,346,000) 


Total inventory Excess to maximum stockpile 
objective 


Acquisition Market Acquisition 
cost value cost 


A. Inventories having stockpile objec- 
tives: 
(1) Meeting stockpile specifica- 
tions: 


National stockpile $5, 916, 844, 000 | $5, 784, 864, 400 
Supplemental stockpile - 581, 227, 700 573, 761, 200 
poe Production Act_ 943, 017, 100 704, 477, 100 


93, 701, 400 86, 659, 600 
9, 519, 100 9, 096, 200 
7, 544, 309, 300 | 7, 158, 858, 500 
(2) Net mosting stockpile speci- 


National stockpile 

Supplemental stockpile. 

Defense Production Act. 

CCC barter. 

ane ‘Texas smelt- 
ter 


B. Inventories not having stockpile 
objectives: ! 
ae aa = 
upplemental stock 
Defense Production Act 
CCC Barter 
RFC (FFC Texas smelter) 


mmary: 
National stockpile 
Supplemental stockpile 
Reeree Production Act........ 


! Market value has not been calculated due to the mixed nature of individual commodities such as different 
types, quality, and grades as well as lack of active trading which would create current market values, 


Source: General Services Administration, 


As of June 30, 1959, materials held in the national stockpile ap- 
proximately — or exceeded the basic objective for 63 of the 73 
e 


materials listed as stockpile items and approximately equaled or ex- 
ceeded the maximum objectives for 50 of these materials. The inclu- 
sion of other Government inventories would have increased the basic 
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objectives approximately equaled or exceeded to 67 and the maximum 
objectives to 55. The table which follows sets forth information on 
the dollar figures for basic objectives and maximum objectives and the 
extent to which materials on hand and on order meet the objectives 
(not including the quantities of material which are in excess of maxi- 
mum stockpile objectives, materials in the stockpile for which there 
are no stockpile objectives, and materials which do not meet stockpile 
specifications) . 


Interim objectives (market prices) 


Basic Maximum 


Percent of Value Percent of 
objective objective 





Value of objective._..........-- eavdes piel dliataide $2, 518, 701, 000 100.0 | $4, 147, 346, 000 
Value of inventory !____.__-_- pate e 2, 469, 169, 000 3, 876, 475, 000 
Value on order 6, 956, 700 ; 2 12, 515, 000 





2, 476, 125, 700 98. 3, 888, 990, 000 


Total commodities._.........--- 
Total objectives completed____- 





1 Figures do not include $1.9 billion at market of materials held in stockpile which are stockpile grade in 
excess of maximum objectives. Not included also are materials held in stockpile not having stockpile 
objectives or those not meeting stockpile specifications. 

* Figures include $4.5 million to be transferred from ICA to fill objectives. Figures do not include another 
$6.4 million to be transferred from ICA and $22.4 million under contract for stockpile delivery which are in 
excess of the maximum objectives. 


Effective July 1, 1959, two materials, corundum, and sapphire and 
ruby, were restored to the stockpile list, increasing the total to 75 ma- 
terials. Prior to June 1956 these materials were removed from the 
stockpile list and placed in the group II list of materials without ob- 
jectives. Present stockpile inventories of these two materials are 
adequate to meet the maximum objectives established. 

During the fiscal year ending June 30, 1959, stockpile procurement 
was limited to 4 materials: Amosite asbestos, small diamond dies, jewel 
bearings, and muscovite block and film mica. After objectives were 
revised, all importers having stockpile contracts for foreign mica were 
notified that no extension of delivery periods would be granted. Con- 
tracts for the upgrading of Government-owned materials in the stock- 
pile to higher use forms included oxygen-free copper, tungsten carbide 
powder, ferrovanadium, forrdinstybdeaui, and molybdic oxide. 
These will be returned to the stockpile when processing is completed. 

On October 29, 1959, OCDM advised that during fiscal year 1960 
new stockpile procurement will be limited to chrysolite asbestos, dia- 
mond dies, and: jewel bearings. Amosite asbestos has been transferred 
from the stockpile-procurement list to acquisition through barter for 
delivery to the supplemental inventory even though stockpile objec- 
tives have not been met. New contracts for upgrading limited quan- 
tities of Government-owned tungsten carbide powder, molybdic oxide, 
and tantalum metal are also planned for the current year. 





NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 41 


DOMESTIC MINERALS PROGRAM EXTENSION ACT OF 1953 (PUBLIC LAW 206, 
83D CONG.) 


During the year ending June 30, 1959, domestic producers of oe 
metallurgical-grade manganese, and mica have continued to make de- 
liveries to the DPA inventory under the provisions of the Domestic 
Minerals Program Extension Act of 1953 (Public Law 206). The in- 
ventories of these materials on hand and on order exceed the maximum 
stockpile objectives, and for most of the materials the quantities are 
far in excess of the maximum objectives. 

The Domestic Minerals Program Extension Act of 1953 was enacted 
to encourage the discovery, development, and production of asbestos, 
beryl, chromite, columbium-tantalum bearing ores, manganese, mica, 
and tungsten in the United States and its territories and possessions. 
The objective of the act was to eliminate the dependency of the United 
States on oversea sources of supply for these materials through do- 
mestic programs with incentive payments generally higher than pre- 
vailing market prices. With the exception of chromite, Public Law 
206 made provision for financing these programs through the use of 
DPA borrowing authority funds, Chromite has been acquired with 
stockpile funds. 

Prior to the passage of Public Law 206 these materials were ac- 
quired under regulations issued under authority of the Defense Pro- 
duction Act shortly after the beginning of the Korean war. These 
materials were in short supply at that time. Each program had fixed 
termination dates and quantity limitations which would terminate pur- 
chases if reached prior to the expiration date. The termination dates 
ranged from June 30, 1955, to December 31, 1956. Public Law 206 
extended the termination dates of these programs for a period of 2 
years without changing quantity limitations. 

By 1955 it appeared that limitation quotas for some of the materials 
would be reached in advance of the termination dates. The 84th Con- 
gress passed H.R. 6373 authorizing purchases to continue to the termi- 
nation dates without regard to quantity limitations. This act was 
vetoed by the President on August 14, 1955. 

In 1956, when some of the purchase programs had terminated or 
were about to terminate under the quantity limitation, new legislation 
was considered by the Congress. On June 26, 1956, the Director of 
ODM testified that our defense position did not justify the continu- 
ation of the programs for asbestos, columbium-tantalum, and tungsten, 
since the quantities on hand and on order exceeded the long-term 
stockpile objectives. He recommended that the Congress provide in- 
terim assistance to these mining industries pending recommendations 
of the Department of the Interior on a long-range non-defense-min- 
erals program. As to beryl, chromite, metallurgical-grade manganese, 
and mica, the Director of ODM stated that action was being taken to 
insure the continuance of these domestic purchase programs, since the 
long-term (maximum) objectives for these four materials had not 
been completed. 
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As of September 1, 1959, beryl and mica were the only minerals 
for which quantity limitations under Public Law 206 had not been 
reached. The termination date for each of these programs is June 
30, 1962, or until the quantity limitation for each is reached. The 
Government inventories of beryl on hand and on order are almost 
twice the amount of the maximum stockpile objective. 

The following table indicates that from the inception of the domes- 
tic purchase program through June 30, 1959, the Government has 
acquired materials ata cost of $388,392,229. The estimated gross pro- 
gram cost is increased to $420,281,036 when other expenditures are 
included, such as initial transportation charges to storage sites and 
the cost of operating depots. GSA has estimated the total probable 
ultimate net cost of the program to the Government at $282.2 million, 
of which $23.7 million was actually realized as of June 30, 1959. The 
difference of $258.5 million in estimated future losses includes pro- 
jected, ey losses based on the current market value of the 
materials, 
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DOMESTIC TUNGSTEN, ASBESTOS, FLUORSPAR, COLOMBIUM-TANTALUM PRO- 
DUCTION AND PURCHASE ACT OF 1956 (PUBLIC LAW 733, 84TH CONG.) 


It became apparent that quantity limitations established under the 
domestic cealines program (Public Law 206) for asbestos, colum- 
bium-tantalum, and tungsten would be reached prior to the June 30, 
1956, termination date. The Department of the Interior recommended 
that the Congress consider an interim purchase plan to aid the do- 
mestic producers of these minerals a the enactment of a long- 
range, nondefense, minerals program. 

In July 1956, the Congress enacted the Domestic Tungsten, Asbestos, 
Fluorspar, and Columbium-Tantalum Production and Purchase 
Act of 1956 (Public Law 733), which directed that a purchase program 
for these minerals be established by the Department of the Interior 
until December 31, 1958, or until quota limitations were reached, which- 
ever occurred first. Except for asbestos, the act provided for premium 
prices substantially above market prices. The Department of the 
Interior estimated that the cost of carrying out these programs over 
the 24-year period would be $91.7 million. 

In 1958 the Secretary of the Interior submitted recommendations 
for a long-range minerals program to the Congress. Proposals were 
considered in the Senate for guaranteed price supports for a 5-year 
period for fixed quantities of lead, zinc, fluorspar, and tungsten sold 
annually to commercial processors. A proposal was also considered for 
the purchase of 150,000 tons of copper through June 30, 1959, at the 
prevailing market price (not to exceed 2714 cents per pound) for de- 
livery to the supplemental stockpile. Although the proposed legisla- 
tion passed the Senate, incentive payments for other materials with 
annual quantity limitations were added in the House (domestic beryl, 
chromite, and columbium-tantalum). The proposed legislation was 
not passed by the House. 

On July 29, 1958, the Congress authorized an extension of the 
termination date of the domestic purchase program established under 
Public Law 733 for asbestos and fluorspar from December 31, 1958, 
to December 31, 1959, This action was vetoed on August 12, 1958. 

House Concurrent Resolution 177 passed both Houses in the 86th 
Congress. This resolution expresses it to be the sense of the Congress 
that it is in the national interest to foster and encourage the mainte- 
nance and development of a sound and stable domestic mining and 
minerals industry without critical dependence on foreign sources. 
The resolution requests that the President have reviews made at 
once of the existing programs of the departments and agencies with 
the — of using them more effectively to provide for increased 
production on an economically sound basis, and to submit at the 


earliest possible date any reorganization or recommendations for leg- 
islation that may be necessary to accomplish this objective. 
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From the inception of the program to the termination (July 1956- 
December 31, 1958) total appropriations amounted to $30.9 million 
and total expenditures amounted to approximately $28.1 million. As 
provided in Public Law 733, all materials purchased under this pro- 
gram were held in the inventory of the Department of the Interior for 
transfer to the national stockpile or the supplemental stockpile as 
determined by the Director of OCDM. On November 20, 1958, the 
Director of OCDM authorized the transfer of the total inventory to 
the supplemental stockpile, and the transfer has been completed. 


BARTER PROGRAM FOR STRATEGIC MATERIALS (PUBLIC LAW 480, 83D CONG.) 


The value of materials delivered to the Commodity Credit Corpo- 
ration by contractors under barter agreements during the fiscal year 
1959 totaled only $145.1 million as compared with $187.7 million in 
the fiscal year 1958 and $250.2 million in the fiscal year 1957. Of the 
total $145.1 million delivered in the fiscal year 1959, $44.9 million was 
acquired under earlier procurement directives for the long-term stock- 
pile, $95.8 million by CCC for the supplemental stockpile, and $4.4 
million for the Department of Defense (later transferred to the supple- 
mental stockpile). 

Since the inception of the barter program the accumulative de- 
liveries have amounted to $884.7 million. The following table indi- 
cates the value of bartered materials procured by CCC for the national 
stockpile and the supplemental stockpile as of June 30, 1959: 


Strategic materials delivered by barter 


[In millions] 


Fiscal years 
Materials acquired for— 


“| | 
1960-55 | 1956 1957 | 19% 1959 | Total 





Minimum stockpile-_- 
Long-range stockpile_- 


FE $88.0 $64. 6 - $51.5 | ' 
| “43.2 32.6) 37. 84. $44.9 
Supplemental Stockpile.) £4.........-$4..| 2.1 71.2 Y 9. § 95.8 
ot | 


Other agencies 4.4 


Total 133.3 168. 4 250. 2 | 87.7 145.1 


! Materials acquired for long-term stockpile objectives but transferred or being transferred to supple- 
mental stockpile. 
2 Materials acquired for other agencies but transferred to supplemental stockpile. 


The table which follows sets forth the materials which were desig- 
nated by the President as eligible for barter on November 11, 1958, and 
those which were no longer dligibla in May and September 1959 due to 
the barter quota being realized : 
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Materials designated as eligible for barter 


Materials Acceptable for barter offers 
designated |_ 
by the 
President, | November May September 
N a ll, 1958 1959 1959 


Abrasives, crude 

FEE CEE innesnie, intjnccintheciiencinain ndikteanaanudianhin 
Antimony 

Asbestos, amosite 

Asbestos, crocidolite 

Bauxite: 


MA 


Fluorspar: 
Acid 
Metallurgical 


Battery grade (commercial) 
I iets 


Metallurgical grade ! 
Mercury 
Mica: 
Muscovite block 
Muscovite film 


Muscovite splittings - 
Nickel 


Quartz crystals 


tatalalateiclalatalalaltalalelatalalelatelteMalelalalas 


we 


Pt 


x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 
x 


statatatalalalatatatalal 


Pb 


1 Added to list May 4, 1959. 


On September 16, 1959, the Department of Agriculture announced 
further changes in the barter program, stating that these were con- 
sidered necessary to safeguard usual marketings of the United States 
and to avoid undue disruption of world prices of agricultural com- 
modities or replacement of cash sales for dollars. The changes were 
eae into a new table of commodity-country designations 
which reclassifies barter outlets for the surplus agricultural commodi- 
ties. The table includes a list of 105 destination areas as compared to 
83 on the list as of November 1958. Although officials within the De- 
partment of Agriculture have indicated that the changes could result 
in a reduction of the level of barter exports in the current fiscal year, it 
has been indicated that they expect the changes to help focus future 
barter efforts toward countries less able to pay cash and those which 
have not been major markets historically for agricultural commodities. 
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SUPPLEMENTAL STOCKPILE 


As of June 30, 1959, the supplemental stockpile consisted of 30 
materials valued at $604.1 million at acquistion cost, of which $491.4 
million was in excess of the maximum stockpile objectives. Bauxite, 
chromite, fluorspar, lead, manganese, and zinc make up about 84.5 per- 
cent of the materials at cost meeting stockpile specifications which are 
in excess of the maximum stockpile objectives. The excess inventory 
is made up of both stockpile and nonstockpile grade materials as 
follows: materials having stockpile objectives and meeting stockpile 
specifications valued at $468.5 million at cost and $462.3 million at 
market prices; materials not meeting stockpile specifications valued 
at $4.8 million at cost; and materials not having stockpile objectives 
valued at a cost of $18.1 million. The estimated market value of the 
materials in the last two categories is not available at this time. 

The materials presently held in the supplemental stockpile have been 
acquired from two general sources: the exchange of surplus agricul- 
tural commodities for strategic materials through CCC ester trans- 
actions totaling $576.6 million at cost and the Domestic Tungsten, 
Asbestos, Fluorspar and Columbium-Tantalum Production and Pur- 
chase Act of 1956 (Public Law 733) totaling $27.5 million at cost. 

Authority for placing materials in the supplemental stockpile is 
contained in (1) the Agricultural Trade Development and Assistance 
Act of 1954 (sec. 104(b), Public Law 480) which created the supple- 
mental stockpile and provided that materials acquired for the supple- 
mental stockpile may be additional to the amount acquired for the 
national stockpile; (2) the Agricultural Act of 1956 (sec. 206, Public 
Law 540) which authorized the transfer of materials acquired under 
the act by the Commodity Credit Corporation as a result of barter 
(unless acquired for the national stockpile) to the supplemental 
stockpile; and (3) the Domestic Tungsten, Asbestos, Fluorspar, and 
Columbian-Tantalum Production and Purchase Act of 1956 (sec. 
3, Public Law 733), which provided that materials acquired under 
the act should be held by the Department of the Interior to be made 
available to the strategic stockpile or to be turned over to the supple- 
mental stockpile. On November 20, 1958, the Director of OCDM 
authorized the transfer of the total inventory ($27.5 million) acquired 
under Public Law 733 to the supplemental stockpile. 

It should be noted that once materials are acquired for the supple- 
mental stockpile, they cannot be released for use without congression- 
al approval. This provision is set forth in section 104(b) of the 
Agricultural Trade Detelosinent and Assistance Act of 1954 which 
states that materials shall be released from the supplemental stockpile 
only under the provisions of section 3 of the Strategic and Critical Ma- 
terials Stock Piling Act (Public Law 520). Section 3 of the Stock 
Piling Act provides that no material constituting a part of the stock- 
pile may be disposed of without the express approval of Congress 
except by reason of obsolescence of that material for use in time of 
war. 

Under section 5 of the Strategic and Critical Materials Stock Pil- 
ing Act the President is authorized to release stockpile materials for 
use, sale, or other disposition when in his judgment such release is 
required for purposes of the common defense either in time of war 
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or during a national emergency. However, the Agricultural Trade 
Development and Assistance Act makes no reference to section 5 
but specifically states that materials shall be released only in accord- 
ance with section 3 of the Strategic and Critical Materials Stock Piling 
Act. In view of the foregoing the Director of the Office of Defense 
Mobilization, as early as July 1956, pointed out that materials once 
added to the supplemental stockpile cannot be released unless ap- 
proved by the Congress. 


SURPLUS DISPOSAL POLICY 


During the past year there has been little or no change in the estab- 
lished poliay of OCDM for dealing with the disposal of surplus ma- 
terials that have been acquired under the Defense Production Act 
and other procurement programs. During this period the number 
of sales consummated has been limited. As of June 30, 1959, strategic 
materials held in Government inventories equaled or exceeded maxi- 
mum stockpile objectives for 55 materials in the amount of $4.3 billion 
at cost, of which $1.3 billion represented acquisitions under the De- 
fense Production Act expansion programs. 

The Office of Civil and Defense Mobilization has the responsibility 
for approving plans for the disposal of surplus materials after 
consultation with other interested agencies. At the request of 
OCDM, it is the function of GSA to work out the proposed plans 
for sale in accordance with the provisions contained in the Strategic 
and Critical Materials Stock Piling Act (Public Law 520), the De- 
fense Production Act, and the disposal policies set forth in Defense 
Mobilization Orders V-3 and V-7. Section 3 of the Stock Piling 
Act authorizes procedures designed to protect producers, processors 
and consumers against avoidable disruption of their usual markets 
by surplus sales from the stockpile. It provides that details, as to 
the quantities to be sold and the proposed rate of disposition, must 
be published in the Federal Register 6 months before being put into 
effect, with a copy to both Houses of Congress for their express 
approval before any sales can be consummated. Sales of obsolete 
stockpile materials do not require congressional approval. Such sales 
can be consummated unless the Congress specifically disapproves 
within the 6-month waiting period. 

The Defense Production Act provides that minerals and metals in 
the DPA inventory shall not be sold at less than the current domestic 
market price. These sales do not require congressional approval. 
However, the Director of ODM (now OCDM) established a policy 
relating to surplus materials acquired under the Defense Production 
Act in Defense Mobilization Order V-3 dated March 18, 1954, which 
is under review. Among other provisions DMO V-3 provides that 
surplus disposal will not be made, either in whole or in part, without 
clear indication that such action will not have a serious adverse effect 
on the market prices or create major market fears or uncertainties. 
It also provides that where the quantity is substantial in relation to 
the annual market consumption, a public announcement well in ad- 
vance of disposal will be made as to the quantity to be sold, the 
markets: in-- which the: material will be offered, and the minimum 
market price that will prevail. 
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As of October 16, 1959, OCDM had authorized GSA to prepare 
sales plans for the disposal of 55 materials, of which 44 are stockpile 
materials and 11 are DPA materials. GSA has prepared disposal 
plans for 20 of the stockpile items and 5 of the DPA materials for 
further consideration and approval. Only 4 of the plans devel- 
oped to date require congressional approval. The four submitted 
for congressional approval since August 1957 include cotton in 1957, 
diamond gems and platinum group metals in 1958, and zircon con- 
centrates In 1959. Congress approved the disposal of diamond gems, 
platinum metal group, and zircon on September 9, 1959. A joint 
resolution was introduced to waive the 6-month waiting period for 
coconut oil disposal but was passed over in the House on August 29, 
1959. 

In April 1959 consideration was given by OCDM to the gradual 
sale of approximately 136,000 short tons of surplus copper from the 
DPA inventory in quantities of 5,000 tons per month. Copper pro- 
ducers voiced strong opposition to this program and on April 17, 
1959, the Senate passed Resolution 101 stating “that the best interests 
of the country, from both the national security and economic stand- 
points, will not be served by the release of any part of any govern- 
mental inventory of copper at this time.” On May 13, 1959, your 
chairman asked the Director of OCDM to keep the joint comimittee 
informed of proposed sales of any material in the DPA inventory. 
In his reply of May 29, the Director of OCDM advised that he would 
be pleased to arrange for the committee to be notified of any such 
proposed sales in the future. 

or some time officials in OCDM, GSA, and other interested Gov- 


ernment agencies have been reviewing present policies and possible 
modifications in statutory authorizations pertaining to the retention 
and disposal of surpluses from the various Government inventories. 
The Director of OCDM has indicated that the objective is to develop 


a stockpile program acceptable to the Congress which would permit 
the ovdicty disposal of surplus material no longer required for de- 
fense purposes, with due regard to Government protection against 
avoidable losses, and to the protection of producers, processors, and 
consumers against disruption of usual markets. At the present time 
materials valued at $351.4 million not meeting stockpile specifications 
and another $400.9 million not having stockpile objectives are being 
held in four of the five Government. inventories (national stockpile, 
supplemental stockpile, DPA inventory, and CCC inventory). 


MINERALS EXPLORATION 


The minerals exploration program, established in April 1951 under 
section 303(a) of the Defense Production Act of 1950, and admin- 
istered by the Defense Minerals Exploration Administration, was 
terminated June 30, 1958. In announcing the program termination 
on June 6, 1958, DMEA advised that exploration contracts in effect 
on June 30, 1958, would be continued until completed or terminated 
in accordance with contract provisions and that all pending applica- 
tions would be held for review under the criteria established in any 
new legislation to encourage minerals exploration that might be 
enacted by the Congress later. 
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In the seventh annual report, submitted to Congress in January 
1958, the committee pointed out that few minerals. remained for 
which there was a need for locating new domestic resources in the in- 
terest of national defense and that time had arrived for a reappraisal 
of the DMEA program as authorized and financed under the Defense 
Production Act to achieve defense objectives. The. report. recom- 
mended that defense needs should be defined in order to accurately 
distinguish between defense and nondefense needs in administering 
the exploration program. In his letter of February 14,1958, the Act- 
ing Secretary of the Interior advised the committee that following 
discussions with the Office of Defense Mobilization (now OCDM), it 
was agreed that the Department of the Interior should seek new 
legislative authority to continue a DMEA type program on a perma- 
nent basis, using appropriated funds rather than continuing the use 
of DPA funds. The Secretary pointed out that such legislation was 
intended to encourage long-range exploration to discover major new 
ore bodies for 10, 20, or even 30 years hence. He stated that in the 
opinion of the Department of the Interior, a continuing program of 
exploration is essential to the long-term security of the United States, 
but the impossibility of projecting the direct military requirements 
over a span of years made it exceedingly difficult to justify the inclu- 
sion of a substantial group of minerals in an exploration program 
designed solely to meet the demonstrable needs of national defense. 

On August 21, 1958, the Con enacted a new minerals explora- 
tion program, Public Law 85-701, This program is similar to the 
DMEA program in that it provides Federal assistance in financing 
exploration for minerals but with appropriated funds rather than 
allocation of borrowing authority funds under the Defense Produc- 
tion Act. The law authorizes and directs the Secretary of the Inte- 
rior, in order to provide for discovery of additional domestic minerals 
reserves, to establish and maintain a program for loration by 
private industry within the United States, its territories and 164 
sx‘esions for such materials, excluding organic fuels, as he shall 
designate from time to time. 

On September 11, 1958, the Secretary of the Interior established 
the Office of Minerals Exploration to carry out the statutory respon- 
sibilities of the Secretary under Public Law 85-701 and provided 
that authorities, delegated to the Administrator of the DMEA be 
transferred to the Director, Office of Minerals Exploration. This 
transfer of DMEA delegations was issued on September 22, 1958. 
The present list of minerals designated as eligible for financial assist- 
ance includes 32 of the minerals which were listed as eligible for 
financial aid under the previous DMEA program. Tungsten is the 
only mineral omitted under the OME program. 

Za view of the reduction in the Goverusiont’s estimated cost as 
compared with the estimates of a year ago, OCDM arranged with 
OME for the withdrawal of $3 milison from the $38.8 million certi- 
fied borrowing authority, allocated to DMEA, effective June 30, 1959. 

In his letter of July 15, 1959, to the Director of OCDM, the Acting 
Secretary of the Interior advised that while the figures indicate that 
OME should be able to meet all the obligations e to fall due 
in fiseal: year 1960 and still permit the $3 million withdrawal 
requested by OCDM, insufficient DPA funds would be available to 
cover the Treasury interest which will accrue in fiscal year 1961. 
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As of July 30, 1959, the Office of Minerals Exploration had esti- 
mated the total cash: expenditures required to meet contract obliga- 
tions and interest charges at approximately $8.5 million during the 
next 6 years through fiscal year 1965. During this period it is esti- 
mated that the Government should receive royalty payments amount- 
ing to $2.5 million, leaving a net cash requirement of $6 million. 
Starting with the fiscal year 1960 all administrative costs incurred in 
closing out the DMEA program are to be absorbed in OME’s appro- 
priated funds. On the basis of the estimated annual expenditures 
and royalty receipts shown in the following table, it appears that the 
present $35.8 million borrowing authority fund should be adequate 
to cover the cash requirements through the fiscal year 1964. The 
figures indicate that a deficit of nearly $1 million is likely to occur 
during fiscal year 1965. The estimated annual interest charges pay- 
able to the Treasury over the 6-year period make up $7.7 million of 
the total $8.5 million in anticipated cash expenditures. 


Cash requirements forecast—Borrowing authority fund for fiscal years 1960 
through 1965 


1960 1961 1962 1963 1964 


Cumulative net cash expendi- 
tures beginning of year 


Expenditures: 
Loans, grants, advances, 
and working capital 
Treasury interest 


Net cash expenditures_.- 
Cumulative net cash expendi- 


tures—end of fiscal year__._.- 
DPA ane authority 


Balance DPA fund avail- 
able....... aacereattitdeieed 4, 076, 216 3, 126,216 | 2, 136, 216 1, 146, 216 121, 216 


A large number of small operators have participated in the DMEA 
program. Approximately 60 percent of all the DMEA contracts 
called for an expenditure of $25,000 or less, and about 43 percent pro- 
vided for the operator to spend less than $3,000 of his own funds or 
furnish an equivalent amount in the value of his own labor, super- 
vision, or equipment to complete the contract. Based upon financial 
standing, annual production, number of employees, and importance 
in the industry, in excess of 80 percent of the participants, according 
to OME, could be classed as small business. 

The Department of the Interior furnished the committee with a 
detailed report covering the liquidation of the DMEA program. 
The details appear in the appendix of the report of this committee. 


COPPER 


Government exposure under copper contracts was reduced approxi- 
mately 160,000 tons during the fiseal year 1959 with the bulk of the 
reduction—98,935 tons having an estimated value of $54,026,000—rep- 
resenting tender rights not exercised by contractors. Deliveries to the 
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Defense Production Act inventory and the national stockpile and con- 
tract reductions accomplished by the General Services Administration 
accounted for the balance. The number of outstanding contracts was 
reduced from six to three during the year. 

Maximum exposure at the beginning of the current fiscal year was 
107,991 tons of copper which, if delivered, would cost the Government 
an estimated $61,569,000. However, actual future deliveries were esti- 
mated by GSA at only 31,493 tons to cost $18,852,000. Exposures and 
estimated deliveries under the three contracts outstanding July 1, 
1959, follow : 





Maximum remaining Total estimated future 
deliveries 


Contractor i Toe | 
Quantity Amount Quantity Amount 
(short. tons) (thousands) | (short tons) | (thousands) 


San Manuel Copper Co Biicten a senek 89, 498 $49, 976 13, 000 | 
National Lead Co__. es Misicunes 2, 475 1, 782 2, 475 | 
Rhodesian Congo Border Power Co.. 16, 018 9, 811 16, 018 

i 





Deliveries during the year ending June 30, 1959, totaled 39,555 
tons and cost $21,699,000. Deliveries under the three contracts termi- 
nated during the year totaled 11,273 tons for which the Government 
paid $6,330,000. Deliveries under the contracts still in force 
amounted to 28,282 tons costing $15,369,000. 

Three contract reductions totaling 20,827 tons with an estimated 
value of $11,879,000 were reported by GSA for the fiscal year 1959. 
During the previous year, contracts were reduced by 59,660 tons or 
$33,796,000, bringing the 2-year total to 80,487 tons or $45,675,000. 

Producers having Government contracts which were terminated 
during fiscal year 1959 were: 

International Nickel Co. of Canada.—This contractor delivered 
2,500 tons of copper to the DPA inventory during the year for a total 
of 47,504 tons which cost the Government $27,633,000. The original 
gross contract was reduced by cancellation of 2,496 tons or $1,540,000 
on December 16, 1958. 

White Pine Copper Co.—This contractor delivered 7,122 tons during 
the year to bring total deliveries to the DPA inventory to 30,045 tons 
costing $16,320,000. Tender rights not exercised total 200,169 tons 
estimated to cost $108,727,000. The contract termination agreement 
negotiated with GSA on November 28, 1958, resulted in a reduction of 
13,536 tons valued at $7,699,000. 

Sherritt-Gordon Mines, Ltd.—This producer completed its contract 
to supply the national stockpile with 12,504 tons by delivering 1,651 
tons during the year. Total cost of the contract to the Government 
was $8,321,000. 

Outstanding Government contracts are with the following pro- 
ducers who are expected to complete copper deliveries before or nee 
the fiscal year 1963 : 

National Lead Co.—This contractor delivered 623 tons at a cost of 
$449,000 during the fiscal year 1959 for a total of 1,125 tons costing 
$786,000. The balance of deliveries to the DPA inventory (see expo- 
sure table above) is scheduled through fiscal year 1963. 
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San Manuel Copper Co.—Deliveries under this producer’s DPA 
contract amounted to 25,755 tons at a cost of $13,971,000 in the fiscal 
year 1959, bringing cumulative deliveries to 79,117 tons costing 
$42,921,000. Tender rights not used rose to 178,885 tons valued at 
$97,216,000 by June 30, 1959. Although the company had remaining 
tender rights of 89,498 tons at that time, GSA estimated that only 
13,000 additional tons valued at $7,259,000 would be put to the Gov- 
ernment and the contract completed in the fiscal year 1961. 

Rhodesian Congo Border Power Co.—Deliveries by this contractor 
were 1,904 tons in fiscal year 1959, bringing the cumulative figure to 
13,017 tons at a cost of $7,466,000. Exposure under a 33,830-ton con- 
tract was further reduced by 4,795 tons or $2,640,000 during the year 
as a result of the company electing to make Export-Import Bank 
loan payments in cash in lieu of copper shipments to the DPA inven- 
tory. Maximum remaining exposure at the beginning of the current 
fiscal year was 16,018 tons estimated to cost the esmnmnent $9,811,000. 
(GSA reported another cancellation of 3,065 tons on August 31, 1959, 
with the contractor making an equivalent payment of $1,735,000 to the 
Export-Import Bank. Thus, the Defense Production Act borrowing 
authority was relieved of a total expenditure of $4,375,000 in payment 
= Nee tons of copper that otherwise would have been delivered to 

SA.) 

The domestic copper industry was well along the road to balance 
between production and consumption in 1959 when work stoppages 
beginning early in August halted 75 percent of the Nation’s primary 
and refined copper output and cut deliveries sharply. 

Deliveries of refined copper in the first 10 months of 1959 averaged 
113,954 tons a month compared with the 1958 average of 98,285 tons 
despite marked slumps to 90,123 tons in August, 92,501 tons in 
Fo Nr: and 68,640 tons in October as the result of strikes. June 
deliveries were 150,993 tons, a new record. The January—October 
total of 1,139,539 tons compared with 1,179,460 tons delivered during 
the entire year of 1958. 

Production at refineries dropped to 83,677 tons in August—off 
50,343 tons from the July prestrike level—and then plunged to 
44,648 tons in September and 44,218 tons in October. Production for 
the first 10 months of 1959 totaled 1,138,011 tons for an average of 
113,801 tons. This compares with a monthly average of 120,545 tons 
in 1958 when output for the entire year was 1,446,540 tons. 

Domestic producer stocks dropped to 78,308 tons by November 1, 
1959, as copper consumers continued to draw on refinery inventories. 
Three months earlier, before the strikes began, stocks had hit a 1959 
high of 103,432 tons. A year earlier, refineries held 128,490 tons. 

Strikes cut production of primary copper at U.S. mines to 51,327 
tons in August and then to 19,503 tons in September, a drop of more 
than 62,000 tons from the July level and the lowest in 25 years. 
October production, however, increased slightly to 21,060 tons, Aver- 
age output for the first 10 months of 1959 was 76,097 tons as com- 
pared with the 1958 monthly average of 84,014 tons. 

Foreign copper statistics showed the effects of the strikes which 
shut down many of the most important mines and refineries in the 
United States. There was a sharp August upturn of 25,424 tons over 
July in deliveries of refined metal by foreign producers. The August 
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total of 147,121 tons was the highest reported since October 1958. 
Deliveries of 139,781 tons in September and 142,297 tons in October 
brought the total for the first 10 months of 1959 to 1,366,987 tons, 
which compares with 1,738,988 tons for all of 1958. 

Foreign production of refined copper, which reached a 1959 high 
of 147,993 tons in May, was reported at 142,276 tons in August, 
142,646 tons in September, and 137,489 tons in October. Average 
output for the first 10 months of the year was 139,854 tons as com- 
pared with the 1958 monthly average of 136,457 tons. 

Foreign primary output of 181,617 tons in August topped all previ- 
ous months in 1959. Production was 167,334 tons in September and 
162,474 tons in October. These figures compare wih the 1958 month- 
ly average of 142,103 tons and the 1959, 10-month average of 169,483. 
tons. 

Stocks of refined copper held abroad dropped to 242,130 tons by 
November 1 after hitting a record high of 286,122 tons on August 1. 
These amounts compare with 144,834 tons in inventory on November 
1, 1958, and the previous record of 277,316 tons on January 1, 1958. 

The United States imported less copper for consumption in July 
than the 6-year peak recorded in June, according to Bureau of Census 
figures, but net imports continued at a relatively high level. For the 
first 7 months of 1959, net imports exceeded by 60,608 tons the entire 
1958 total. Net imports (gross imports less exports) for July were 
82,535 tons compared with 46,545 tons in June, believed the highest 
level since 1953. 

Gross imports of primary copper for consumption and for refining 
and reexport totaled 43,933 tons in July, about 15,000 tons below the 
June level. However, exports continued their 1959 decline to 11,398 
tons in July. Net imports of primary copper for the January-July 

riod of 1959 totaled 153,523 tons. "This compares with 92,905 tons 

or the entire year of 1958 when net imports were at an 18-year low. 

The second of three 1959 surges in copper prices occurred soon 
after the late summer strikes hit major segments of the industry. The 
price of custom smelter copper was increased from 30 to 33 cents on 
August 31 by the only processor to have signed a new labor pact at 
that time and was quoted at a nominal 33 cents as the strike entered its 
fourth month. On September 9, the price of refined copper was in- 
creased from 30 to 3114 cents by producers whose operations were not 
affected by strikes. The market range, however, was 30 to 31% 
cents from September 9 to October 5, and 30 cents nominal to 33 cents 
from October 6 to November 12 when the domestic primary producer 
market was established at a flat 33 cents. 

The higher prices compare with a custom smelter price of 34 cents 
in effect from March 16 to April 10 and a refinery price of 3114 cents 
in effect from March 9 to July 15. 

The September 1959 prices of 33 cents for custom and 30-3114 
cents for refined copper compared with 2614 and 2614 cents, respec- 
tively, a year earlier. Prices firmed up in the late months of 1958 
with the general improvement in the domestic copper situation. Re- 
fined copper rose to the year’s high of 29 cents and remained there 
beyond the end of 1958 after holding at 25 cents from January to 
June. The custom price rose to 30 cents in October 1958 from 23 
eents in early February and closed the year at 29 cents. ' 
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The 1.7 cents a pound excise tax on copper imports into the United 
States, which was reimposed July 1, 1958, after a 7-year suspension 
remained in effect with the price of copper above the 24-cent peril 
point. 

NICKEL 


On September 15, 1959, General Services Administration announced 
that it was offering the U.S. Government-owned nickel plant at 
Nicaro, Cuba for sale and that purchase proposals would be received 
until the close of business on December 1, 1959. The Government- 
owned Nicaro properties constitute an extensive self-contained indus- 
trial community. Included among its assets are a metallurgical ex- 
traction plant of 50 million pounds of nickel capacity per year, ore 
reserves, transportation systems, laboratories, pilot plants, shops, ware- 
houses, deep-water ports, airplane-landing strip, and a complete 
townsite, with related facilties. 

The title to the Nicaro nickel plant, including certain ore bodies, is 
vested in the Cuban Nickel Co., a Cuban corporation, all of whose 
stock is owned by the U.S. Government. 

The Nicaro plant, originally a facility of 30-million pound annual 
production capacity, was built during World War II with funds pro- 
vided by the Reconstruction Finance Corporation. Construction was 
started in March 1942 and initial production started in December 1943. 
The initial cost. of the plant was $32.8 million. For 40 months the 
plant was operated by icaro Nickel Co., a wholly owned U.S. subsid- 
iary of Freeport Sulphur Co. Prior to closing down the plant on 
March 31, 1947, approximately 63.5 million pounds of nickel were 


produced with an operas deficit of about $3 million. Subsequent 
the Wa 


efforts on the part of the War Assets Administration to sell the plant, 
subject to limitations of the National Security Clause, were unsuccess- 
ful and, in December 1949, the plant was placed in the National Indus- 
trial Reserve under the custody of GSA. 

Early in the Korean war, when nickel again became critically short, 
the Munitions Board authorized GSA to reactivate the plant and the 
Co appropriated $10.3 million for this purpose. The total re- 
habilitation cost amounted to $12.1 million, of which $1.8 million was 
provided from the revolving fund of the Defense Materials Procure- 
ment Administration. When production was resumed in January 
1952, GSA entered into an agreement with the Nickel Processing 
Corp. (26 percent of the stock owned by Cuban interests), a subsidiary 
of the National Lead Co., to operate the plant fora 5-yearterm. This 
operating agreement expired June 30, 1957, but has been extended for 
three successive 6-month periods and then late in 1958 for a 2-year 
term expiring December 31, 1960. 

Because of the accelerated defense demand for nickel which contin- 
ued through 1953, ODM (now OCDM) authorized the expansion of 
the plant from about 30 million pounds of nickel to its present capac- 
ity of 50 million pounds annually. The expansion was started late in 
1954 and completed in March 1957 at a cost of $35.8 million. The 
DPA borrowing authority fund was used to finance this expansion. 
Until mid-1956 a substantial portion of the nickel produeed was placed 
in the national stockpile. Since May 1956 all of the production has 
been sold to industry or held in the DPA inventory. 
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The gross cost. of the fixed assets of the Nicaro plant as of June 30, 
1959, totaled $85.1 million. The cumulative amortization as of that 
date amounted to $20.9 million, leaving a depreciated plant cost of 
$64.2 million. The current assets total about $27.8 million, of which 
$21.9 million represented inventory of nickel products. The total 
assets of the Government’s company (Cuban Nickel Co.) on June 30, 
1959, was $95.5 million including ore deposits and ore rights, with 
current liabilities totaling $2.4 million including deferred ore pay- 
ments and the reserve for self-insurance. 

In 1957 GSA initiated action to obtain necessary clearances from 
the Departments of Defense, State, and Commerce, and from OCDM, 
for the disposal of the Nicaro property. Initially the reaction of the 
interested agencies was that, in the interest of national security, the 
Government operation should be continued, or leased to private in- 
dustry subject to stipulated limitations on the disposal of the nickel 
produced. However, in a letter dated July 8, 1957, the Director of 
ODM indicated agreement to a sale or lease provided that 75 percent 
of the output of the plant be offered for sale in the United States until 
such time as our Government consider that the supply of nickel an- 
nually available in this country, without Nicaro production, is ample 
to meet national security requirements. 

On August 16, 1957, the Administrator of GSA wrote the Secretary 
of Defense and requested that he authorize disposal of the plant pur- 
suant to authority contained in the National Industrial Reserve Act 
of 1948. 

The National Industrial Reserve Act of 1948 authorizes the Secre- 
tary of Defense, when he deems such action in the interest of national 
security, to authorize the disposition of property carried in the na- 
tional industrial reserve or to direct the leasing of such property. 
The act contains a “national security clause” providing for terms, 
conditions, restrictions, and reservations in instruments of sale or 
lease to guarantee the availability of such property for the purposes 
of national defense at any time when availability thereof for such 
purposes is deemed necessary by the Secretary of Defense. 

In a letter dated September 18, 1957, to the Administrator of GSA, 
the Secretary of Defense withdrew his earlier objections to disposal, 
and agreed to offering the property for lease, with the understanding 
that GSA might also secure alternate proposals for purchase, and 
agreed to consider such proposals if recommended as being in the 
best interest of the United States. 

GSA publicly disclosed its intention to disposal of Nicaro, and 
stated that the terms and conditions of disposal and a request for pro- 
posals would be announced at a later date. A number of U.S. indus- 
tries indicated their interest in acquiring the property and were fur- 
nished information concerning the operation, and several sent repre- 
sentatives to inspect the plant. 

After receipt of a request from GSA dated October 1, 1958, the 
Secretary of Defense removed the Nicaro property from the National 
Industrial Reserve. The Director of OCDM had given his concur- 
rence in this action to the Secretary of Defense in a letter dated No- 
vember 7, 1958. ; 

The internal situation in Cuba, including questions relating to 
taxes, resulted in a deferment of the sale or lease of the property. 
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According to GSA, conditions did not appear favorable for a sale 
offering prior to July 1959. On August 18, 1959, the Administrator 
of GSA advised certain interested agencies that GSA was proceed- 
ing to request proposals for the purcliase of Nicaro’ immediately. 
In a letter dated September 2, 1959, the Director of OCDM advised 
GSA of his concurrence in soliciting proposals, indicating that the 
national security interests would be adequately protected by retaining 
a majority ownership in American hands for at least 5 years. 

The Freeport Sulphur Co., through its wholly owned U.S. sub- 
sidiary, the Cuban American Nickel Co. (the parent company of 
the Moa Bay Mining Co.) is constructing facilities at Moa Bay, 
Cuba (40 miles east of the U.S. Government-owned Nicaro nickel 
plant) for mining and concentrating of nickel-cobalt ore and a re- 
finery at Port Nickel, near New Orleans, La. for production of metal- 
lic nickel and cobalt from the ore concentrates to be shipped from 
Moa Bay. 

On March 8, 1957, the General Services Administration concluded 
an agreement with the Cuban American Nickel Co. under which the 
company has the right to tender to the Government during the period 
ending June 30, 1965, up to the first 271 million pounds of nickel 
produced and up to 23.8 million pounds of cobalt produced with that 
nickel at market prices prevailing on the date of the agreement— 
namely, 74 cents per pound for nickel and $2 per pound for cobalt. 
The obligation of the Government to accept tenders of nickel and 
cobalt will terminate prior to June 30, 1965, if the cash return to 
Cuban American Nickel Co. reaches $98,129,000. 

The Freeport Sulphur Co. reports that the Moa Bay project and 
the Port Nickel facilities involve an investment of $119 million. Of 
the total capital requirements of $119 million, Freeport has indicated 
that six major steel and automobile companies, all large consumers of 
nickel, agreed to lend the Cuban American Nickel Co. $25,500,000. 
The six companies were given the right to purchase over a long term 
substantial amounts of nickel at market prices, but at not less than 
74 cents per pound during the period in which nickel may be tendered 
to the Government, During this period the six companies are com- 
mitted to purchase substantial portions of the output when the market 
price of nickel is not less than 74 cents per pound. Qn the basis of the 
arrangement with the six industrial companies, Freeport has indicated 
that it may be that much, and perhaps all, of the output will be sold 
to private industry, and that the Government will not’ be required to 
purchase any of the nickel produced. This does not necessarily apply 
in the case of cobalt. The contract provides that the right to tender 
cobalt to the Governnient shall pertain to the cobalt produced during 
the production of the first 271 million pounds of nickel but not more 
than 23.8 million pounds of cobalt. 

As of June 30, 1959, it was reported that the Moa Bay facilities were 
approximately 83 percent complete, while the refinery located at Port 
Nickel, La., was about 98 percent complete. Commercial operations 
are expected to start before the end of 1959 with the production rate 
increasing materially during the first half of 1960. 
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TITANIUM 


Conditions in the domestic titanium metal industry going into fiscal 
year 1960 showed general improvement with substantial. gains .re- 
ported in sponge and scrap consumption, ingot production. and con- 
sumption, and production of mill products to supply a more, active 
commercial market. Production of sponge metal and of titanium 
tetrachloride used for making sponge had decreased during the pre- 
ceding year, however. 

Fiscal year 1959 was marked by the achieving of a balance between 
production and consumption of sponge metal and inventories were 
reduced. Consumption rose from 2,836 tons in fiscal year 1958 to 
5,847 tons in fiscal year 1959 while production fell. from 8,642 tons to 
5,103 tons. Domestic producer stocks totaled 699 tons on June 30, 
1959, as compared with 1,300 tons a year earlier. 

The following comparisons further reflect conditions in the industry 
which suffered a severe setback when military requirements for the 
metal were slashed in the spring of 1957: 

Scrap consumption increased from 855 tons in fiscal year 1958 to 
2,070 tons in 1959, accompanying the rise in production of ingots and 
mill products. 

Output of ingots increased from 3,677 tons in fiscal year 1958 to 
7,642 tons in 1959. This was matched by an increase in ingot consump- 
tion from 3,893 tons to 7,096 tons. Consumption of 2,129 tons of ingot 
in the final quarter of fiscal year 1959 was the highest quarterly amount 
in 2 years. 

Production of titanium mill products in the January-July period 
of 1959 was 42 percent above the same period of 1958, or 4,202,309 
pounds compared with 2,958,399 pounds. Average for the first 7 
months of the calendar year 1959 was 600,330 pounds or two-thirds 
the monthly average for the peak year of 1957. 

The slump in production of titanium tetrachloride from 35,400 tons 
in fiscal 1958 to 21,800 tons in 1959 compared percentagewise with the 
drop in sponge metal production. 

Sponge imports, including metal imported under Commodity Credit 
Corporation agreements, dropped from 1,982 tons in fiscal year 1958 to 
1,858 tons in 1959. 

It may be noted that titanium metal has had commercial importance 
only since 1948 when domestic production was 10 tons, Production 
of sponge reached a peak of 17,249 tons in calendar year 1957 but fell 
to 4,585 tons in 1958 before turning stronger in the first 6 months of 
1959 when it totaled 2,654 tons. 


Expansion contract deliveries completed 


Termination of sponge purchases under Government contracts with 
roducers during fiscal year 1959 contributed to the close balance 
tween supply and demand. Receipt of 370 tons of sponge by the 

General Services Administration completed deliveries to the Defense 

Production Act inventory under expansion contracts allowing maxi- 

mum tenders of 44,500 tons, Actual deliveries totaled only 22,475 

tons, however, as a result of the Government electing to terminate con- 

tracts when requirements for the metal dropped sharply. 
A GSA report of June 30, 1959, showed 13,585 tons of stockpile- 
grade titanium sponge in the DPA inventory, 690 tons held tempo- 
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rarily in the CCC inventory, and 4,256 tons in the supplemental stock- 
ile. In addition, there were 8,891 tons of nonstockpile-grade sponge 
in the DPA inventory, of which GSA was preparing to sell 1714 tons. 

Imports of Japanese sponge for fiscal year 1959 totaled 1,248 tons, 
of which the Government received 910 tons under CCC barter agree- 
ments and commercial titanium smelters the balance. Remaining to 
be delivered to the CCC inventory were 4,074 tons under two con- 
tracts executed prior to fiscal year 1959 when sponge was removed 
from the eligible list for barter. 

The final, 370-ton delivery of sponge to the DPA inventory was 
made by the Union Carbide Metals Co. (formerly Electro Metallurgi- 
eal Co.) under a stretchout agreement which followed the Govern- 
ment’s decision on February 4, 1957, to terminate a contract which 
originally provided maximum tender rights of 37,500 tons. The com- 

any delivered a total of 8,495 tons for which the Government paid 

5,813,000. The Government also is obligated to make an amortiza- 
tion payment. of $19,961,000 to Union Carbide, providing no more 
sponge is produced at the Ashtabula, Ohio, facility. An initial im- 
stallment of $4,720,000 was paid May 1, 1959, and the Government 
scheduled three more annual installments. The plant was operating 
at less than 5 percent of capacity when it was closed in July 1959 as 
a result of the steel strike and the company issued notice the plant 
would not reopen. 

The General Services Administration announced on September 10, 
1959, that it had contracted with a commercial real estate broker to 
sell the 6,000-ton Government-owned sponge plant at Chattanooga, 
Tenn. The facility was built in 1953 with a $25 million Government 
advance to Cramet, Inc., which terminated its contract in March 1958 
owing to the reduced demand for titanium metal. The Government 
assumed ownership, halted production a month later, and offered the 
plant, raw materials, and products for sale or lease as surplus to Fed- 
eral needs. One million pounds of titanium tetrachloride and about 
325 tons of offgrade titanium sponge were sold by GSA. During 
fiscal year 1959, GSA received 6,305 tons of rutile ore costing 
$1,044,000 and deliverable under terms of the Cramet contract settle- 
ment. The Government was scheduled to take an additional 14,000 
tons of rutile at a cost of $2,503,000. Previously, Cramet delivered 
5,510 tons of sponge metal to the DPA inventory and was paid $46,- 
016,000. At the close of fiscal year 1959, GSA estimated the probable 
ultimate net cost of the Cramet contract at $50,717,000. 

Sponge capacity versus requirements 

Basic annual capacity of domestic sponge plants was figured at 
23,100 tons in September 1959, including the 7,500 tons of the Union 
Carbide facility which must be kept on a standby basis under terms of 
the Government contract. Other sponge producers and annual ca- 
pacities were: 

Titanium Metals Corp. of America: 7,000 tons including 3,600 tons 
provided by DPA expansion contract. 

E. I. du Pont de Nemours & Co., Inc.: 4,300 tons including 2,700 
tons provided by DPA expansion contract. 
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Mallory-Sharon Metals Corp.: 2,500 tons. Capacity of this pri- 
vately financed facility could be doubled within 3 months by adding 
retorts and thus raise total domestic capacity to 25,600 tons. 

Dow Chemical Co.: 1,800 tons provided under a DPA expansion 
contract. This plant, shut down in the summer of 1957 but held at 
ready under terms of the contract, was scheduled to be kept on a 
standby basis through 1961. However, in September 1959 GSA was 
considering releasing Dow Chemical from this obligation. 

Industry sources forecast a requirement for some 5,500 tons of 
sponge, or about 25 percent of basic domestic capacity, to produce 
3,500 tons of titanium mill shapes in calendar year 1959. One pro- 
ducer, who estimated it will take the industry 5 years to obtain the 
production peak of 1957, indicated that difficulties have resulted due 
to such factors as aiming all productive research and sales effort at 
one market, subsonic aircraft; inadequate research for diversified ap- 

licataions before heavy production began; and design specifications 
or the jet age which went beyond the metal’s proven capabilities. 


Sponge and mill prices 

Prices of titanium sponge dropped for the 11th time in less than 
6 years on August 1, 1959, when grade A-1 metal was quoted 22 cents 
a pound below the price of October 1, 1958, and grade A-2 metal 20 
cents lower. The 1948-59 price decline is shown in the table below: 
Titanium sponge 


[Price per pound] 














Date of change Grade A-1 | Grade A-2 Date of change Grade A-1 Grade A-2 
| 

Initial price, 1948. __.. a ees ge July 2, 1956_.........- $3. 00 $2.70 
DART E BNO E dents oda gee~ 4.72 $4. 46 |) Dec. 5, 1956........._- 2. 75 2. 50 
Dee. 1, 1954_......---- 4. 50 4.00 |} June 4, 1957_......___. 2.25 2.00 
Apr. 1,,1056.........-- 3. 95 3.50 |} Apr. 1, 1958........... 2.05 1.85 
Nov. 1, 1955_...-...--- 3. 75 3.25 jj Oct. 1, 1968..-....-._. 1.82 1.70 
Nov.. 23, 1965. .......- 3. 45 3.15 jj Aug. 1, 1959__....._..- 1. 60 1. 50 
May 15, 1956...-...--- 3.25 2. 95 


Base prices of mill products of commercially pure titanium declined 
in May 1959 for the eighth time in a little more than 5 years. Prices 
for items listed below are subject to extra charges for special sizes, 
gauges, and finishes, alloying, and quantities of less than 10,000 
pounds: 


Titanium mill products 
[Price per pound] 


May 1959 





May 1958 June 1957 









wins bbe > Sémmeninddece ps denn -oaennndassse sb ses -edcesen ee $9. 10 $10. 10 
BUD. oo nnn onsen renee e nn pase n ng nn senna nn geen npenedone 7.25 8. 50 9. 50 
Bree. Ace LLELELL, Jd oa ods Sabla dial db ge sen sce cen eckcasees 5. 25 6. 00 8. 00 
PO: j Sa vbickdithinanaboodtxacashisncdesibe dar cnnshiwhacéidccane 5. 75 6. 50 7.50 
ire tinnkagdndrtesacenoaenet=pean=usieehaiels 3. 55 13.80 6. 00 
Hot-rolled forged bars... ..-.-- 4. 2--..-.----..--2 J. l 4.25 15.10 6. 50 


1 Price changed in October 1958, 


Trends in titanium applications 
Engine and airframe structures of future air weapon systems will 


use twice as much titanium as they did in 1959, according to a report 
published at midyear by the Battelle Memorial Institute and made at 
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the request of the Assistant Secretary of Defense for Research and 
Engineering. Titled “Future Application Trends for Titanium and 
Steel in Military Aircraft,” the report was based on a survey of more 
than 80 aircraft companies and Government agencies and covered 
usage of the 2 metals anticipated in airframe and engine units likely 
to be in production from 1961 through 1968. 

It was predicted in the report that in 1961 titanium will account 
for 2 percent of the weight of airframes (including solid propellant 
rocket casings and liquid propellant tankage) and 4 percent of the 
weight of engines; that in 1965 both figures will be 8 peneent; and in 
1968, 9 percent. The report said these figures may be considerably 
higher, reaching a possible peak in 1965 of 34 percent in airframes and 
10 percent in engines. For steel alloys considered as alternatives to 
titanium in a given application, the predicted usage figures were 16 
percent of the airframe weight in 1961, 45 percent in 1965, and 39 
percent in 1968. Percentage of engine weight forecast for steel for all 
three periods was 24. Estimates were based on the following im- 
portant considerations: 

1. Both manned and unmanned air weapon systems will probably 
persist throughout the 1961-68 period. 

2. Unmanned vehicles will become lighter and simpler as a result 
of a decided shift to solid propellant missiles in the early 1960’s. 
Manned vehicles, meanwhile, will get heavier and more complex as 
greater speed, range, and altitude is sought. 

3. On a basis of strength and weight, titanium alloys generally will 
continue to prove the most. efficient structural materials available 
through 1968 for services at temperatures to 1,000° F., or to 1,400° F. 
for short periods of time. The advent of high performance solid 
propellant rocket engines will increase the importance of tensile cri- 
teria. At the same time, higher temperatures will restrict the use of 
titanium in air-breathing engines designed for speeds of mach 3 and 
above. Titanium will replace more and more of the lower perform- 
ance, lighter metals in new engines designed for speeds under mach 3. 

4. Airframes in all but one or two of the systems studied will remain 
cool enough for extensive titanium usage despite continually inereas- 
ing temperature and loading environments throughout the 1961-68 
period. Structural exceptions will be nose cones and leading edges. 

5. Titanium alloys will continue to be less available and more ex- 
pensive than alternative steels in the 1960’s. Generally, fabrication 
feasibility for titanium and steel alloys will be about the same except 
for brazing of honeycomb sandwiches and welding. which will be more 
difficult in the case of titanium. 

Titanium is established as a useful airframe material and will be- 
come even more important in the foreseeable future, according to the 
report, but actual titanium usage in missiles will not be great until 
alloys demonstrate a marked superiority to steel in welded, high per- 
formance, solid aan rocket motor cases and/or there is a signifi- 
cant reduction in the price of “reasonably weldable,” high strength, 
titanium alloy sheet. 

A later report on titanium by Battelle Institute’s Defense Metals 
Information Center in October 1959 stated that the gradual solution of 
fabrication problems leading to increased reliability of performance 
has steadily paved the way for greater application of titanium in air- 
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craft. Usage of titanium in aircraft structures has grown slowly but 
steadily, on a per unit basis, since the metal was introduced into air- 
craft in 1952, according to the report dealing with solutions to fabri- 
cation problems related to microstructure, high strength, and 
reactivity. 

Titanium’s space-age challenge 

Titanium went into orbit around the sun in 1959, a year which saw 
this promising metal being tested for solid rocket motor cases and 
making inroads in the liquid rocket field. 

Early in the year, a titanium fourth stage carried the Pioneer IV 
scientifve probe into a sun orbit to become the first American object 
rocketed out of the earth’s gravitational field. Use of titanium instead 
of steel made it possible to add 2 pounds—about 20 percent—to the 

ayload. 
’ Titanium was being tested later in the year for the second-stage case 
of the Polaris and cases for both stages of the Pershing, solid propel- 
lent missiles undergoing development or testing. First large-scale use 
of the metal in liquid-fueled rockets was in the helium bottles em- 
ployed in the Atlas, where a typical weight comparison was 50 pounds 
for titanium, 80 pounds for aluminum, and 125 pounds for a bottle 
made of steel. 

The titanium industry has reported aes in the use of titanium 
for solid rocket cases, which demand strength, light weight, and 


dependability. Also, the material must be relatively inexpensive. 
Reel has the advantage of low cost, knowledge about its properties, 
and strength. apes F it is the strongest rocket case material avail- 


able, steel is also one of the heaviest. Titanium is much lighter, and a 
leading producer has reported the development of a new alloy with 
tensile strength approaching that of steel but with a superior strength- 
to-weight ratio. Cost poses a major hurdle for titanium, however. 
Mill titanium for rocket cases costs about $7 a pound compared with 
about $1.50 for special steel. Scrapping of the Pershing missile 
titanium program was indicated late in 1959 because of Army padget 
limitations. icnowledie of titanium’s properties increased during the 
year, better alloying increased the metal’s density, and high-tempera- 
ture aging improved its strength considerably. Titanium has a cor- 
rosion-resistance advantage over steel, an important factor for such 
weapons as the Polaris and Minuteman which must be stored for 
long periods of time in places where they might be subject to rusting 
or attacks by salt water. 

Progress in industrial applications of titanium 

Activity in the titanium metal industry during fiscal year 1959 and 
the early months of fiscal year 1960 is indicated by the following 
information from industry and Government sources : 

Titanium Metals Corporation.of America announced the formation 
of a new company with Deutsche Edelstahlwerke (DEW), Germany’s 
leading producer of apecinty steels. The new company, known as 
Continental Titanium Metals Corp. (Contimet), is jointly owned by 
TMCA and DEW, had main offices in Luxembourg, and planned. to 

roduce titanium mill products at the DEW steel plant in Krefeld, 
est Germany. 
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The New Jersey Zinc Co., a titanium magnons Seemann, continued to 
develop its fused salt electrolytic process for ucing titanium metal 
from titanium tetrachloride. The company had completed pilot plant 
studies in 1957 on the production of titanium tetrachloride from either 
ilmenite ore or titanium slag. 

Allied-Kennecott Titanium Corp. deferred plans to produce ti- 
tanium metal commercially. The company announced it had de- 
veloped its process through the pilot-plant stage and could start 
commercial production whenever demand warranted. 

Titanium melters were Harvey Aluminum, Inc., Oregon Metal- 
lurgical Corp., Hawkridge Metals Corp., Crucible Steel Co., Republic 
Steel Corp., Mallory-Sharon Metals Corp., and Titanium Metals 
Corporation of America. The two latter firms and Du Pont are still 
producing sponge. Oregon Metallurgical produced ingots and cast- 
ings and the other melters produced and processed ingots into mill 
products such as sheet, strip, plate, forging billets, and bars. Harvey 
produced titanium castings in addition to other mill products, and the 
Ladish Co. processed ingots into forged products. 

The Norton Co., Worcester, Mass., developed an electrolytic process 
which produces titanium crystals or dendrites which are about 99.6 
pervent pure with a brinell hardness of 157. They can be used in this 
orm or put through a second refining to increase purity to 99.8 per- 
cent and reduce the hardness number to 110, well within the Govern- 
ment stockpile grade limit of 120 set December 10, 1956. 

Republic Steel in 1959 received what may have been the largest 
single commercial order for titanium ever placed—15 tons of draft 
tubes, valves, piping, internals, and nozzle linings for Freeport Nickel 
Co.’s new nickel extraction plant at Moa Bay, Cuba. The metal proves 
to be the most practical material capable of resisting the highly cor- 
rosive and eroding slurries of cobalt, nickel, and sulphuric acid at 
elevated temperatures and pressures. Freeport also is using titanium 
for similar purposes at its Port Nickel, La., refinery. 

Mallory-Sharon announced an agreement with Bridgeport Brass 
Co. whereby the metallurgical know-how, fabricating facilities, com- 
mercial organization, and management resources of Bridgeport would 
be made available to the integrated titanium firm. In exchange, 
Bridgeport was given an option to purchase an equal interest in 
Mallory-Sharon with P. R. Mallory, Sharon Steel Corp., and National 
Distillers & Chemical Corp. 

Mallory-Sharon was authorized in September 1959 to carry out 
sheet rolling programs on two high-strength titanium alloys for the 
eee of Defense. 

nion Carbide announced the development of a new titanium alloy 
containing about 0.1 percent palladium, and stated that addition of 
the noble metal gives titanium resistance to corrosion in reducing 
acids without impairing its resistance in oxidizing acids. 

The Bureau of Mines reported the new commercial jet transports, 
Convair 880, Douglas DC-8, and Lockheed Electra, were using hun- 
dreds of pounds of titanium and that aviation uses of the metal con- 
tinued to predominate. Industrial applications were increasing 
through intensive end-use research by the producers, however. 
Titanium was used on surfaces of mixers in contact with chlorides 
and chemicals used by the pulp and paper industry and applica- 
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tions in contact with acids, hypochlorites, and brines in chemical 
process plants. Marine por anes were developed including such 
— uses as fuel tanks, sea-water condensers, mufflers, and ex- 

aust pipes. Pure titanium was used to form flexible tubing with a 
_ 0.050-inch inside diameter and a 0.115-inch outside diameter as a cas- 
ing for control wires in atomic reactors. 


Bureau of Mines titanium research 


The Bureau of Mines continued to center its metallurgical studies 
on titanium in 1959 and launched a research program designed to de- 
velop efficient methods for using the Nation’s titanium minerals. 

Under a contract with the General Services Administration, the 
Bureau began operation of a 10,000-ampere electrolytic cell to evaluate 
the commercial feasibility of its processes for recovering titanium 
metal from titanium scrap and other titaniferous materials. The cell 
has produced 100 pounds of high-purity titanium metal a day from a 
low-grade titanium metal feed. Future work was aimed at determin- 
ing optimum conditions for the process. 

Bureau projects announced for fiscal year 1960 and being conducted 
at 10 Bureau experiment stations and offices across the Nation include 
investigations of titanium resources, mineral processing, and extrac- 
tive metallurgy. Bureau metallurgists emphasized investigations of 
processes, began a study of the vapor-phase reduction of titanium tetra- 
chloride with active metals, and planned to complete research on 
the two-stage reduction process involving sodium and titanium tetra- 
chloride. 

Laboratory studies on improving the Bureau’s fused-salt method 
for recovering high-purity titanium metal from scrap and other mate- 
rails were continued. The Bureau also sought ways to improve its 
method for melting and casting titanium metal, including work on 
centrifugal and spin casting and the development of permanent and 
expendable mold designs and materials for casting the metal. Other 
research was aimed at developing new alloys and evaluating the prop- 
erties of metal produced. The Bureau also was collecting and inter- 
preting economic and technical information essential to Government 
and industry. 


Standards for sponge and alloys established 


The Bureau of Standards contract with the General Services Ad- 
ministration to establish standard samples of titanium sponge and 
expedite the preparation of titanium alloy standards terminated 
March 29, 1959. Standards for sponge and some alloys were estab- 
lished and prepared for issue. The Bureau of Standards continued 
working on the other alloys under its own program. 


DISPERSAL 


In the 1956 amendments to the Defense Production Act the policy 
of the Congress with respect to dispersal was set forth in the language 
which follows: 


In order to insure productive capacity in the event of such 
an attack on the United States, it is the policy of the Congress 
to encourage the geographical dispersal of the industrial 
facilities of the United States in the interest of the national 
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defense, and to discourage the concentration of such produc- 
tive facilities within limited geographical areas which are 
vulnerable to attack by an enemy of the United States. In 
the construction of any Government-owned industrial facili- 
ties, in the rendition of any Government financial assistance 
for the construction, expansion, or improvement of any in- 
dustrial facilities, and in the procurement of goods and serv- 
ices, under this or any other act, each department and agency 
of the executive branch shall apply, under the coordination 
of the Office of Defense Mobilization, when practicable and 
consistent with existing laws and the desirability for main- 
taining a sound economy, the principle of the geographical 
dispersal of such facilities in the interest of national defense. 
Nothing contained in this paragraph shall preclude the use of 
existing industrial facilities. 


During the 85th Congress bills were introduced calling for semi- 
annual reports to the two Houses of Congress from the executive 
branch of the Government on dispersion of industry. The Banking 
and Currency Committee of the Senate, in commenting on these bills, 
made the following observation : 


The committee expects the Joint Committee on Defense 
Production to keep in touch with activities in the field of dis- 
persal and to review carefully the reports which will be made 
by the Office of Defense Mobilization. 


Prior to the passage of the dispersion amendment to the Defense 
Production Act in 1956, dispersion had been an announced policy of 
the executive branch of the Government beginning on August 10, 
1951. Recognizing that capacity so essential to our national defense 
and to our survival lies within a relatively few densely built-up centers, 
the policy statement issued by the President in 1951 directed that 
satisfactory standards of dispersal be applied to the greatest extent 
practicable to certificates of necessity, allocations of critical materials, 
emergency loans, locating facilities built by the Federal Government, 
and the awarding of defense contracts. 

In July 1952, a panel, headed by Gen. Otto L. Nelson, Jr., vice presi- 
dent of the New York Life Insurance Co., completed a report on the 
reduction of urban vulnerability. This report was submitted by 
General Nelson, as the director of the study on this subject, known as 
Project East River, to the Secretary of Defense, the Administrator 
of the Federal Civil Defense Administration, and the Chairman of 
the National Security Resources Board. The panel of Project East 
River was established to study measures for reducing the vulnerability 
to strategic attack on centers of population and industry in terms of 
defense by space and defense by structures. The report states in part 
as follows: 


The problem is concerned primarily with less than 100 
urban concentrations in which a major proportion of both the 
population and the industrial power of the United States is 
concentrated, The panel concludes that it is possible, within 
a reasonable time, (1) to redevelop the older central cities at 
lower densities and to guide new metropolitan growth so as to 
reduce very significantly the effect of any one attack or series 
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of attacks (defense by space) ; and (2) to build enough re- 
sistance into existing and new structures which must be 
exposed to the possible effects of modern weapons to prevent 
a very substantial percentage of possible casualties (defense 
by structures). 


On May 4, 1955, Dr. Arthur S. Flemming, Director of the Office of 
Defense Mobilization, wrote Gen. Otto Nelson and stated that Secre- 
tary of Defense Wilson, Federal Civil Defense Administrator Peter- 
son, and he joined in inviting General Nelson to head a committee to 
review Project East River recommendations in the light of the then 
present developments. Reference was made to the perimeter for 
target areas being obsolete and to fallout. 

The report of the 1955 Review Committee was submitted on October 
17,1955 (more than 4 years after the dispersion policy was first issued), 
and signed by Otto L. Nelson, as Chairman, and by 13 other members 
of the 1955 Review Committee. It was stated *n this review that it 
was necessary to report that the Nation’s preparations and pro 
in nonmilitary defense were still far from what they should be, and 
that there had been lipservice but not the positive leadership needed 
in the field of nonmilitary defense. General Nelson and the Review 
Committee further stated that while the previous study had placed 
great stress on the reduction of urban vulnerability it was disappoint- 
ing to observe that such little progress had been made. General Nelson 
and his Review Committee concluded that the urban-defense standards 
previously proposed were sound and appropriate, but had not been 
applied. This Review Committee further concluded that if advantage 
were taken of every situation over a 10-year period a general and 
significant dispersion could be achieved easily. 

The 1955 Review Committee repeated the recommendation which 
was made in the study in 1952— 


that the Federal Government demonstrate the importance of 
reducing urban vulnerability in general by taking the lead in 
setting an example through the application of urban-defense 
standards to all of its own building programs, and to give 
every possible encouragement to the spreading out and proper 
spacing of new developments. 


In the annual report which was issued by this committee following 
the passage of the dispersal amendment to the Defense Production 
Act and the report of the 1955 Review Committee, the Joint Com- 
mittee on Defense Production stated as follows: 


One major unresolved problem is that of determining the 
practical limits of dispersion, both on a voluntary basis and 
with Government assistance. Recent disclosures on the effects 
of radiological fallout may have increased the difficulty of 
determining these limits. It is important that a responsible 
estimate of the outlines of that problem be made. 


In response to a Foanedt from this committee, the Director of the 
Office of Defense Mobilization submitted a report on “Reducing Our 
Vulnerability to Attack” on May 20, 1957. Shortly thereafter this 
committee, in issuing the seventh annual report, made the recom- 
mendation which follows: 
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The Defense Production Act, as approved on June 29, 1956, 
was amended by adding language to the statement of policy 
to give congressional approval to dispersion. The Defense 
Production Act relates dispersion to the construction of 
Government-owned industrial facilities, Government con- 
tracts, loans, and the procurement of goods and services. The 
reports furnished on dispersion in eee to the requests 
of this committee indicate that the results have not been sig- 
nificant to date. It is recommended that the Office of Defense 
Mobilization review the results of Operation Alert 1957 for 
the purpose of determining the extent to which industrial 
facilities essential to national defense are vulnerable to attack, 
and that this committee be furnished with a report of the 
information revealed by Operation Alert 1957 relating to the 
advantages or disadvantages of dispersal in the event of an 
attack, and information on the stockpiling of approximately 
50 survival items. 


Not having received a report setting forth the advantages and dis- 
advantages of dispersal, in issuing the eighth annual report this 
committee recommended in part as follows: 


Your committee recommended in the previous annual 
report that the Office of Defense Mobilization review the 
results of Operation Alert 1957 for the purpose of deter- 
mining the extent to which industrial facilities essential to 
national defense are vulnerable to attack, and that this Com- 
mittee be furnished with a report of the information revealed 
by Operation Alert 1957 relating to the advantages or dis- 
advantages of dispersal in the event of an attack. This Com- 
mittee has not been advised as to the action taken with 
respect to this recommendation. It is recommended that a 
report covering the above portion of recommendation No. 5 
in the seventh annual report be submitted to this Committee 
not later than March 31, 1959, and that such report include 
similar information for Operation Alert 1958. 


On May 28, 1959, the Director of the Office of Civil and Defense 
Mobilization submitted a report on the analysis of industrial vulner- 
ability arising from Operation Alert 1958 and the advantages and 
disadvantages of dispersion. The report contains the following 
statement on the advantages and disadvantages of dispersion: 


The analysis of this “exercise” attack pattern suggests 
that while additional dispersion could have been helpful in 
reducing industrial vulnerability, of perhaps greater impor- 
tance would be steps to protect the work force from fallout 
and to improve the capability of surviving plants to continue 
operating despite the loss of some normal sources of supply. 

Clearly, the physical protection of industry is improved 
by the greatest sraistiokile degree of dispersion combined 
with adequate protective facilities. Through effective indus- 
trial dispersion, the vulnerability of industrial resources is 
reduced, the probability of survival is enhanced, and the 
probable rate of postattack recovery is increased. This prin- 
ciple is dipped not only by the results of Operation Alert 
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1958 but also by many other studies which show that the 
industries which are more dispersed suffer less damage and 
recover more rapidly than the industries which are geo- 
graphically concentrated. 

The objective of industrial dispersal can only be achieved 
when industrial and economic factors contribute to this pur- 
pose. To a significant extent, the development and growth 
of the economy itself results in considerable dispersal as new 
plants are located in new or outlying areas on the basis of 
normal economic advantages resulting from access to raw 
materials, labor supply, and new and expanding markets. 
There is a continued trend of maximum growth rates in the 
West and South with slower growth in the Northeast and 
Middle Atlantic regions. This causes a continuing diffusion 
of industry throughout the United States resulting in reduced 
vulnerability to attack. 

However, normal economic factors also act as a powerful 
spur to the expansion of copeetty in the areas that are al- 
ready highly concentrated. Several basic changes are taking 
place in the size and distribution of metropolitan centers 
throughout the United States. These trends, established by 
census data through 1950, and extended to 1975, are more 
likely to continue than they are to be reversed. The data in- 
dicates a rather significant increase in our metropolitan 
population by 1975. It is very likely that by 1975, we may 
have residing in about 200 metropolitan areas of 100,000 or 
larger, a population larger than the total U.S. population in 


The faster rates of suburban as opposed to central city 
growth are likely to be maintained for the coming decades. 
In 1950, about 42 percent of the total population living in the 
principal metropolitan areas of the United States were resid- 
ing outside the central city boundaries, with 58 percent of 
this population residing within the central city. By 1975, if 
current trends hold up or even diminish slightly, less than 
half of the populations of metropolitan areas will reside 
within the central city. 

It is important that we develop a capability on the part of 
each metropolitan area to operate as independently as pos- 
sible. Local self-sufficiency should be a goal of our planning 
at all levels. 

Countless economic forces press constantly for growing 
interdependence as our national economy becomes more com- 
plex. Nevertheless, each step taken toward local self-suffi- 
ciency, with respect to the activities and resources needed 
for survival, will be a net gain in our national security. 

One additional and very important factor bearing on 
industrial vulnerability is the widespread radioactive fallout 
which would accompany any nuclear attack and affect to 
some degree most sections of the United States. Physical 
equipment and buildings are subject only to blast and ther- 
mal damages, whereas the workers are subject to fallout as 
well. Accordingly, the country cannot reap maximum bene- 
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fits from industrial disperal without adequate performance in 
carrying out the national fallout shelter program. Unless 
our human resources are protected we might have a relative 
surplus of industrial facilities after an attack due to the 
greater losses among people. 


It is stated in the OCDM report that procurement agencies provide 
for dispersion as one consideration in the placing of contracts, but it 
is acknowledged that the effect is marginal. This is attributed to the 
consideration of other factors, such as price, and the fact that pro- 
curement is concerned primarily with capacities in place rather than 
new construction. 

The Office of Area Development, BDSA, Department of Commerce, 
reports that dispersion advice was provided on 243 sites during the 
calendar year 1958. The program of the Office of Area Development 
is designed to afford American industry with information on the 
effects of nuclear weapons and to assist industry in planning so as 
to minimize weapons’ effects on postattack production capability. 


SMALL BUSINESS 


Section 701(a) of the Defense Production Act states that it is the 
sense of the Congress that small-business enterprises be encouraged 
to make the greatest possible contribution toward achieving the objec- 
tives of the act. 

Each department and agency performing functions under the De- 
fense Production Act has been requestd to summarize its activities to 
encourage small business during the past year. The summaries of 
these various departments and agencies are included in the appendix 
of this report. 

The Small Business Administration does not have delegated func- 
tions under the Defense Production Act; however, a report was re- 
quested from the Small Business Administration for inclusion in the 
annual report of this committee. This was done in order to obtain 
the views of the one administrative agency having responsibilities 
which relate principally to small-business problems. 

The Department of Defense reports that during fiscal year 1959 the 
net value of military prime contract awards to small business amounted 
to $3.8 billion or 16.6 percent of the total awarded to all business con- 
cerns in the United States including territories and possessions. Small 
business received $1.6 billion in subcontracts during the first half of 
fiscal year 1959 from 257 large contractors. 

The Atomic Energy Commission reports that small-business con- 
cerns are participating in a majority of the contract actions which are 
suitable for small business and are receiving a substantial number and 
dollar volume of the related subcontract awards. In fiscal year 1959, 
42 percent of the $571.1 million total AEC subcontract dollars went 
to small business. 

It is reported by the Federal Reserve System that 73 percent of the 
number and 19 percent of the amount of loans authorized were to bor- 
rowers having less than 500 employees, including employees of affil- 
iated concerns under common ownership or control ; 57 percent of the 
number and 12 percent of the amount were to borrowers having assets 
of under $1 million. 
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The Department of the Interior reports that approximately 60 per- 
cent of all contracts of the Defense Minerals Exploration Adminis- 
tration called for expenditures of $25,000 or less and about 43 percent 
of them provided for the operator to spend less than $3,000. In excess 
of 80 percent of the participants were classed as small business based 
upon financial standing, annual production, number of employees, and 
prominence in the particular field in the mineral industry. The De- 

artment of the Interior also states that a great majority of the 

,600 utility systems in the United States fall into the small-business 
category. 

The Small Business Administration reports that during the fiscal 
year 1959, Government purchases totaling $1,142,625,361 were jointly 
set aside by SBA in cooperation with Government purchasing offices 
for competitive award to small-business concerns. This compares 
with $1,062,454,031 in set asides for small business in the fiscal year 
1958 and $744,335,000 in the fiscal year 1957. 


EXECUTIVE RESERVE 


The National Defense Executive Reserve, comprised of civilians 
who will serve in key Government positions during an emergency, 
was expected to number about 2,200 persons as of January 1, 1960. 
This number approaches the goal of 2,500 reservists considered neces- 
sary to staff national and regional mobilization headquarters and 
contribute to the capabilities of Federal departments and we 
having mobilization responsibilities delegated by the Office of Civil 
and Defense Moblization. 

The reserve program, authorized by the Defense Production Act 
Amendments of 1955 and providing for the selection and training of 
reservists, permits the enrollment of executives who have broad ex- 
perience in such critical mobilization fields as production, transpor- 
tation, construction, manpower, communications, fuels and metals. 

OCDM reported the Executive Reserve strength on November 20, 
1959, at 1,916 actually designated reservists and estimated that total 
reserve strength would be increased by 250 to 300 by the end of 1959, 
Seventeen departments and agencies including a classified agency now 
participate in the program. The following breakdown shows the gain 
in enrollments: 


Department or agency 





Nov. 20, 1959} July 1, 1958 


Business and Defense Services Administration.__.........-..........-......- 746 


Department of Commerce (except b DSA)_........-----------.----------..-- 160 100 
Office of Civil and Defense Mobilization._..................--..---...-.....- 176 lll 
Interstate Commerce Commission. ---- aicecidine bilities deals atte wthedieientaimet= 86 45 
United States Information Agency - _.......-.--..--.-...----.----.---.------ 69 59 
IO UE CRO SII in dines ncn an<scaddpabserndtiechiencink iene 60 30 
SOUS WE DORIS, Doda wc atinsdewcnbndbacceovsksdcksdbbbsceusetsébecuponns 55 52 
SOONER: GE TINE, eins tt benipiwidbasudovadsatiipyoeeainebsobecdscboneh 41 33 
CRIES OE Cy NE Or BONN ooo hacen nw etwiccenccersrenecsncorescodeaneé 30 21 
eee SURE TES Fr OM on cc oritdntteanancucovececuasuncens 30 6 
Denial) Frnt BI ios ene nnistinnnestnccnsegnessshaceiposisis 21 16 
EDUMOTEMORE GF ENG IN OO Fie ios nnn inne eh ce rec esc cstteneboccousedece 15 

Federal Communications Commission__.........-...-...-.-.-...---..------- 14 

I Tn oe eh isnood-gunégueenecet 13 

General Services Administration -_............-..---........----------.-.---- 3 


Department of the Army 


' 
‘ 
‘ 
i 
' 
' 
' 
' 
‘ 
; 
‘ 
' 
' 
‘ 
‘ 
‘ 
i 
‘ 
' 
‘ 
' 
‘ 
‘ 
‘ 
' 
‘ 
' 
‘ 
‘ 
i 
‘ 
‘ 
‘ 
' 
‘ 
‘ 
‘ 
‘ 
' 
' 
‘ 
' 
' 
' 
' 
‘ 
‘ 
‘ 
' 
‘ 
‘ 
' 
ow 
8 ooauweo 











NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 71 


The Department of Health, Education, and Welfare will participate 
in the Executive Reserve program, has issued authority and procedures 
to its bureaus, and has recommended a total of eight reservists to be 
assigned to the Office of the Secretary. However, the Department had 
not reached the point of actual designation of reservists as of Novem- 
ber 20, 1959. 

Most of the reservists still to be designated will be assigned to BDSA, 
which will enroll a total of 1,500 executives. BDSA has been desig- 
nated as the Government’s production agency for a war emergency. 

OCDM is planning another National Defense Executive Reserve 
Conference to be held in Washington, D.C., on May 23-24, 1960, with 
1,200 to 1,500 reservists participating in general and individual agency 
training sessions. 

TRANSPORTATION 


This committee recommended in its last annual report that the 
OCDM furnish a report on the current status of the OCDM trans- 
portation program and the extent to which each department and 
agency must rely upon transportation to meet objectives in the event of 
an emergency. 

The Director of the Office of Civil and Defense Mobilization sub- 
mitted a report on the status of transportation mobilization as of 
March 31, 1959, which was incorporated in Defense Production Act 
Progress Report No. 43. The report consisted of three sections: A 
general discussion of the functioning and control of transportation 
under various emergency conditions, statements setting forth the de- 
pendence of departments and agencies on transportation under emerg- 
ency conditions, and the status and a projection of the OCDM trans- 
portation program. 

Statements on transportation dependence were submitted by the De- 
partment of Commerce; the Housing and Home Finance Agency; the 
General Services Administration; the International Cooperation Ad- 
ministration ; the Atomic Energy Commission ; the Department of De- 
fense; the Department of Agriculture ; the Department of the Interior ; 
the Department of Health, Education, and Welfare and the Depart- 
ment of State. The agencies were not asked for detailed facts or data 
on transportation requirements. Their statements were as follows: 


U.S. Department of Commerce 


It is our belief that in a post attack period, one of the first 
tasks confronting the Nation would be the temporary 
rehabilitation of a suitable transport system capable of 
moving supplies and people adequately. Prepositioning of 
supplies does not eliminate the need for otemede trans- 
portation, although in some measure it may lessen the total 
requirement if the devastation is as widespread as is currently 
assumed. 

It is our belief that the organizational structure to control 
this important segment of our national economy should be so 
fashioned that controls can be exercised at the regional level 
and below, in a most effective manner. National direction, 
if operable, could operate in those vital areas necessary to 
human survival, such as the airlift of those items easily 
carried and most effective in conserving of human life. 
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It is most difficult to comprehend the effect on our national 
industrial structure, without a reasonably adequate transport 
system in the event of nuclear war (W. C. Truppner, Direc- 
tor, Office of Industrial Mobilization, Business and Defense 
Services Administration, U.S. Department of Commerce). 

Housing and Home Finance Agency 

The Housing and Home Finance Agency would have to rely 
upon transportation for the movement of— 

(a) Building and construction materials and supplies; 
(6) Construction equipment; 
(c) Housing components such as prefabricated panels, 


C3 
(d) Mobile units such as trailers, etc. 

Also, in cooperation with OCDM and other agencies, if it is 
decided to relocate population from one area to another, this 
places an additional requirement on transportation. 

The nature and extent of the emergency, together with 
many other factors, would affect our total transportation re- 
quirements, so no attempt is made here to estimate require- 
ments (B. Douglas Stone, Director, Defense Planning 
Branch, Division of Economics and Program Studies, 
HHFA). 


General Services Administration 

There are 37.2 million short tons of industrial raw materials 
and 20,000 short tons of machine tools in inventories in GSA 
custody. 

Additionally, GSA has an average monthly total of 48,888 
short tons of housekeeping items shipped into and out of 
depots, plus an estimated 24,267 short tons shipped direct 
from vendors to consuming agencies. 

The above tonnages are dependent upon commercial trans- 
portation. 

Other agencies’ tonnage, for which GSA furnishes traffic 
management services, have not been included (Samuel J. 
Scott, Commissioner, Transportation and Public Utilities 
Service, General Services Administration). 

International Cooperation Administration 

In carrying out the objectives of the mutual security 
program, ICA relies almost entirely upon commercial trans- 
portation of commodities and equipment which it finances. 
Under Public Law 664 (83d Cong.), now incorporated in the 
Merchant Marine Act of 1936 as section 901(b), it is manda- 
tory that’ we use U.S.-flag privately owned commercial 
vessels for at least 50 percent of the commodities and equip- 
ment transported on ocean vessels. Section 413 of the 
Mutual Security Act of 1954, as amended, requires that this 
agency use private trade channels to the maximum extent 
practicable in carrying out our program. 

For your information, we attach hereto a listing of total 
tonnage of commodities and ' equipment) financed by ICA 
for fiscal year 1957 to 1960, inclusive. «The figures for fiscal 
year 1959 and 1960 are estimates::: This listing indicates the 
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quantity moved by ocean transportation from the United 
States and from sources other than the United States, as well 
as the cost of ocean freight paid out by ICA. While this list- 
ing indicates the quantity moved by commercial vessels, 
obviously almost all of it moved from point of origin inland 
from sea ports and required the use of commercial trans- 
portation, such as railways, trucks, etc. (table 1) (Arthur G. 
Syran, Director of Transportation, TCA ; 


Atomic Energy Commission 


AEC’s peacetime activities are based on the requirements 
necessary to fulfill its production, manufacturing, research 
and development programs during mobilization periods. 
Therefore, no significant acceleration over present-day 
activity is anticipated. 

In view of the above, AEC’s postattack commercial trans- 
portation requirements may be expected to equal our present 
estimated annual rate of 112,000 units (about 93,000 rail and 
19,000 motor units) to transport approximately 810 million 
ton-miles of freight (John A. Derry, Director, Division of 
Construction and Supply, Atomic Energy Commission). 


Department of Defense 


The reliance of the Department of Defense on the commer- 
cial transportation resources of the Nation would vary from 
reliance on all modes of carriage under one set of emergency 
conditions to emphasis upon a single mode or a combination 
of modes in other situations, dependent upon the nature or 
magnitude of the emergency and/or locale of the theater of 
operations. Whatever the nature of military requirements, 
it is anticipated that almost total reliance would be placed 
upon commercial transportation within the United States to 
support the national defense. 

In assuring the availability of transportation resources to 
meet military requirements under emergency conditions, the 
Department of Defense ecenearA maintains close and con- 
tinuing relationships with the land, sea and air carrier 
industries. 

Special programs, such as the war air priority system and 
the civil reserve air fleet, have been developed to assure the 
adequacy of transportation resources in the event of an 
emergency. ree 

The Department of Defense has a continuing program for 
pipeline construction to major air bases. Eighteen Air 
Force bases are now connected to commercial pipelines. In 
addition, tank-truck operators have agreed to commit com- 
mercial tank trucks for the delivery of planned fuel require- 
ments. 

A lease/storage program, to provide ‘sleeping cars, is in 
effect to augment rail passenger resources. ese cars have 
been declared surplus to commercial needs, and would 
otherwise have been scrapped. Ocean-transportation pro- 
grams provide for the emergency allocation of shipping Souk 
either commercial vessel operators or National Maritime 
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Reserve sources (Earl B. Smith, Director for Transportation 
and Petroleum Policy, Office of the Assistant Secretary of 
Defense (Supply and Logistics) ). 


Department of Agriculture 


Essential per capita movements of agricultural products 
during a postattack period should be maintained at as near 
normal levels as possible, but they could be considerably less 
than normal rates without endangering the health of our 
people. Part of the reduction in transportation requirements 
seed be accomplished by controls over the kinds of foods 
shipped long distances. For example, the postattack diet 
in many areas might include reduced amounts of fresh and 
frozen fruits and vegetables and larger amounts of more con- 
centrated food, such as potatoes, oils, and grain products. 
Our plans call for substantial reductions in shipments of non- 
edible products, such as animal feeds, cotton, and tobacco, 
during a period when transportation is most restricted. It 
is also probable that exports of agricultural products would be 
drastically curtailed in a period when transportation is 
severely limited. 

The average American now receives about 1,166 pounds of 
food per year, a total of about 86 million tons for the total cur- 
rent population. The movements of food by truck and rail 
are currently estimated at 621 million tons, which constitute 
120 billion ton-miles. The estimated average distance of rail 
shipments of food is 440 miles, or a total of about 97 billion 
ton-miles per year. The average distance of truck shipments 
of food is estimated at about 50 miles, indicating a total of 23 
billion ton-miles. ‘These shipments include other farm prod- 
ucts, as well as foods and beverages. 

An attack could result in shortages of some types of food 
and surpluses of others, but distribution wonnid be a major 
problem. An expected abundance of total foods would 
make it possible to increase consumption of some concen- 
trated foods to offset reductions in bulky types of food in 
order to better utilize the available transportation facilities. 
The significance of adjustments that could be made is indi- 
cated by a review of the total shipping used by various types 
of commodities. Fresh and frozen fruits and vegetables, for 
example, require about 19 percent of the total ton-miles of 
shipping used for all edible items, but they provide only 4.2 
percent of the calories of the normal diet. Also, agricul- 
tural products, not usable as food, utilize about 25 percent 
of the total transportation used for such products. These 
types of shipments could be drastically reduced or postponed 

uring a temporary period of greatly restricted transporta- 
tion. 

Both railroad and truck transportation would be essential 
to agriculture in a Penn period. Railroads now move 
about 29 percent of the total tonnage of all shipments of 
food, but, because of the longer Hitile, rail shipments con- 
stitute about 81 percent of the total ton-miles of all food 
movements. (See table 2.) While there are some long- 
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distance food shipments by truck, the bulk of the truck 
movements of food are from the farm to the local markets 
and from processors and wholesalers to retail outlets. 
There are also many short movements from processing 
plants to other concentration points. 

Long-distance truck movements of food account for 
about 70 million tons and 17 billion ton-miles of shipping. 
These long-distance movements include about 16 percent 
of the tonnage and 76 percent of the ton-miles of all food 
shipments by truck, and about 11 percent of the tonnage 
and 14 percent of the ton-miles of all rail and truck move- 
ments of food. 

Food shipments by railroads represent about 13 percent 
of the total tons and 20 percent of the ton-miles of all rail- 
road freight. It would appear essential that at least half 
the normal rail transportation per capita be provided for 
movement of food beginning 2 to 4 weeks after a nuclear 
attack. Railroad transportation requirements for food would 
subsequently increase to nearly normal capacity on a per 
capita basis. In the case of trucks, it would essential 
that the amount of postattack truck transportation avail- 
able per capita for local movements of f be maintained 
as near to normal as possible in the immediate postattack 
period. A temporary reduction of about 40 percent in the 
requirements for total truck transportation might be accom- 
plished by prohibiting long-distance shipments of fresh fruits 
and vegetables and nonedible items and through limitations 
on crosshauls. Near normal per capita amounts of truck 
transportation would be required within 30 days after an 
attack for the distribution of food to the surviving popula- 
tion (Dwight W. Meyer, Director, Food and Materials Re- 
quirements Division, Commodity Stabilization Service, U.S. 
Department of Agriculture). 


Department of the Interior 





(a) Electrie power—The production of electric power is 
dependent upon fuel: coal, oil, and gas. During the year 
1956 generation of electric power by these various fuels was 
as follows: 


Billions of 





Fuel kilowatt- Percert 
hours 
Coad 2} seethijigi ii fi. LIS BIOUS eT Sa 339 
Oil... ashnecc'-thnn + <a pestdp obit he tdisthdbthaenalst Rui ciaminaiened 36 
Gee sit. e276 8 Jidatchn asics bn Gaddddevtgrighian conkin aha 104 
Meta kso Ob... HIE. S2HIRKL ae. dibete 601 100 


No commercial transportation is needed in the case of gen- 
eration from hydro. It will be noted that 56 percent of total 
generation was from coal. This totaled 161 million tons 
48406—60—6 
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(32.5 percent of the coal used in the United States). Coal 
during the same period was shipped as follows: 



















Million Percent of 
Mode of shipment tons total U.S. 
shipments 


Nis 5 Se aicadenthkbndunciptianpcokgggebatieh mpbebetoodinn 74 15. 
AG i ais. ~ 6 dd eetidd shbse enn dndsssbbhnecmdakliabptbtbi staal 37 7 
97 os ant hbdndnasbgninbbigndpndcableacainndinpiiighlnn tint 15 3. 
PR inthe davicnnkchsehbnbsndiiniesdabbethdappceduals dentine 15 3. 
dE ie ctnteebibicbnbaskqummanioiedeh tab cieierg ie ttee capone 13 2. 
Pe BE BO Ol in inn cndeccchecteunnbadetéeiouippeciignes 6 L. 

a TI FO ln cc cccccccncswbbbccsanchdnnhétinnebens 160 32. 


Utilities, on an average, have about 3 months’ stockpile of 
coal on hand. Consequently, commercial transportation for 
coal is necessary between D plus 60 and D plus 90 days. 
The quantity essential for continued operation of generating 
plants would vary from about 40 to 50 percent of normal by 
D plus 90 days to about 80 percent of normal by D plus 1 
year. Normal methods of coal transportation could be 
changed in some cases, yet the electric power industry is 
dependent almost entirely upon commercial transportation 
for whatever supplies are received. 

Oil used by the power industry totaled approximately 68 
million barrels and was moved mainly on eieiaben by com- 
mercial transportation. The industry used 1,200 million 
MCF of gas moved by pipelines not under the control of the 
electric power industry. 

(b) Solid fuels——The coal industry produced 518,040,000 
tons of anthracite, bituminous coal, and lignite during the 
year 1957. Ninety-eight percent of this production required 
commercial transportation from the producing mine to the 
consumer. It is reasonable to expect that while coal ship- 
ments will be decreased during the survival period, shipments 
will need to be increased after D plus 30 or D pius 60 days 
and practically all transportation must come from commer- 
cial carriers. 

The coke industry used 108,409,000 tons of coal in 1957, 
practically all reaching the ovens via some form of commer- 
cial transportation. The coke industry produced 75,951,000 
tons of coke and 4,913,000 tons of breeze during the same 
year. Large amounts are used by blast furnaces adjacent to 
the coke ovens. A reasonable estimate indicates that in 
1957 shipments by commercial transportation amounted to 
approximately 25 percent of the 80,864,000 tons of coke and 
breeze pose taee: In addition, the shipment of coal chem- 
icals from byproduct coke plants was approximately 
4,400,000 tons. 

Commercial transportation for solid fuels includes rail, 
truck, river, lake, and coastwise facilities and various com- 
binations of these types of facilities. 

(c) Minerals.—The metal-mining industry is dependent on 
commercial transportation for practically all shipments of 
minerals and raw metals from producing areas to fabrication 
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plants. During the survival period it is expected that such 
shipments would practically cease. However, during recon- 
struction these products will depend on commercial trans- 
portation ; it is not possible to estimate any time periods as 
to when commercial transportation would be needed. 

(d) Fisheries——The domestic fisheries yield catches an- 
nually total about 4,750 million pounds. In addition, large 

uantities of fishery products are imported into the United 
States; these would, however, probably cease during an 
emergency. 

Nearly all of the domestic catch is received at points on 
the Pacific and Atlantic coasts and must be transported to 
consumer centers. In any emergency, fishery products could 
provide an important source of food in lieu of meat. This 
is especially so at or near the coastal areas. It is estimated, 
based on recent exercises, that the fishery fleet could provide 
fishery products which would require on about D plus 30 
days 40 percent of normal commercial transportation; on D 

lus 60 days, about 60 percent of normal transportation. 
‘ransportation required is not necessarily cross country, but 
could be confined to local areas, 

(e) Petroleum and gas.—During peacetime the petroleum 
and gas industries rely upon commercial transportation for 
movement of petroleum as follows: 


Petroleum-pipeline capacity 
Tank-truck availability 
Tanker availability 
Railroad-tank-car availability 
Tank-barge capacity 


While it is expected that the availability of these different 
methods of transportation would decrease, some quite dras- 
tically, during time of national emergency any movement of 
petroleum products would still be dependent upon what 
commercial transportation is available (Mr. Edward Frye, 
Assistant to the Secretary, Department of the Interior). 


Health, Education, and Welfare Department 


(a) Food and Drug Administration —The Food and Drug 
Administration anticipates that it will have to rely heavily 
upon commercial transportation to carry out its delegated 
and essential statutory responsibilities in the event of an 
emergency. Commercial transportation would be needed by 
the Food and Drug Administration, not only to supplement 
what may remain of its already meager fleet of automobiles 
for transportation of personnel, but also for transportation 
of samples, equipment, and supplies. Mass deployment of 
FDA personnel from areas of less need to those of greater 
need, plus recruitment of personnel for emergency service, 
would necessarily increase the demands on commercial 
transportation. 

(b) Social Security Administration—The responsibility 
of the Social Security Administration during the period im- 
mediately following an emergency will be to assist people in 
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finding security and staying alive. Transportation needs 
will be related to organizing and moving materials and 
— to safer areas. 

If evacuation is ordered, either total or in part, the SSA 
will be required to assist in the care of evacuees. In both of 
these circumstances, we would be compelled to rely upon 
commercial transportation or transportation provided by 
Government agencies such as city transportation depart- 
ments, or the military. 

As soon as it is possible to move supplies to people, both 
evacuees and those who are pinned dennbhes fallout, we would 
rely in a major way on commercial transportation to do the 
job. This period will also involve moving of people who 
may have been sheltered in very temporary quarters, to 
better shelter; this also will require transportation. The 
transportation needs in these various activities would include 
buses or other transportation suitable for moving people, 
and also trucks for moving supplies. 

(c) Public Health Service.—If PHS is to assume responsi- 
bility for the Nation’s emergency health care, commercial 
transportation of varying degrees of magnitude would be 
required for— 

(1) Distribution and redistribution of medical care 
items and functional units. 

(2) Distribution and operational handling of sanita- 
tion and water treatment materials and devices, in- 
cluding the placement of heavy equipment associated 
with operations in the sanitation programs, such as 
earth moving, burial of the dead, and refuse disposal. 

(3) Transportation associated with the necessary 
supplies, such as food and other commodities required 
for functional units in a medical care program. 

(4) Transportation required for the movement of the 
nonambulatory ill where indicated to save life or for 
specialized or long-term treatment. 

(5) Transportation for medical personnel for great 
distances for most effective utilization. 

In addition to the commercial-transportation require- 
ments, our activities would require that we be furnished 
with operational transportation which would be used by 
health personnal for short distances—i.e., from a_ healt 
center to an epidemic area, etc. (Mr. Dean Snyder, Defense 
Coordinator, HEW). 


De partment of State 


In the event of an emergency, the State Department 
would rely on commercial or other transportation for the fol- 
lowing purposes : 

(1) For the movement of its own personnel, including 
couriers, and for the carriage of its mail and supplies. 

(2) For the evacuation of its personnel and sien non- 
combatant American nationals from affected areas 
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abroad to safe havens in accordance with existing plans 
which are scheduled to come into operation in contin- 
gencies of this character. 

* * * * * 


In a different sense, the Department will be relying on 
commercial or other transportation in the event of an emer- 
gency for the fulfillment of programs with which it will be 
connected but which are not related to serving the Depart- 
ment’s own direct needs as, for example, in the following 
situation : 

(1) In the event of an emergency the Department of 
State would become the claimant agency for friendly 
foreign countries before U.S. “requirements and alloca- 
tions” bodies, and it would also be the channel through 
which requests to meet U.S. requirements will be sub- 
mitted to foreign countries, both of which activities will 
create demands on commercial or other transportation. 

(2) In a wider sense the Department’s purview could 
be said to extend to programs for the maintenance of 
adequate overall civil transportation in the international 
field, in that the Department participates in the prepara- 
tion of studies and programs connected with U.S. civil 
aviation mobilization planning for an emergency, inso- 
far as such planning involves international transporta- 
tion or coordination with our NATO allies. However, 
since the Department is not the agency primarily respon- 
sible for either the preparation or administration of these 
programs * * * such information is more readily avail- 
able from other sources, specifically the Defense Air 
Transportation Administration (DATA), the Agency 
primarily responsible. 

(3) Similar plans for the mobilization of merchant 
ships flying the U.S. flag and that of friendly allies also 
come within the range of activities of the Department 
but the coordinating responsibility therefor lies primarily 
with the Maritime Administration. 

(Lawrence C. Vass, Director, Office of Transport and Com- 
munications, Department of State.) 


TABLE 1 
I. TRANSPORTATION OF ICA-FINANCED COMMODITIES ON OCEANGOING VESSELS 
{Long tons] 


From the | From outside 
United States} the United 
States 


Fiscal year 1957 
Fiscal 19. 


year 1958_ 
Fiscal year 1959 (estimate) 
Fiscal year 1960 (estimate) 
























Fiscal year 1958 
Fiscal year 1959 (estimate) 
Fiscal year 1960 (estimate) 


Total 
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II. VALUE OF ICA COMMODITY SHIPMENTS 


I a a5 1 56 bk cd vkekds xp centmcencumenan Rnieet dinates dcekemadice oe $ 


Ill. COST OF OCEAN FREIGHT OF ICA SHIPMENTS 


Fiscal year 1967.5 . 3552-2. .2222 88. $120, 000 || Fiscal year 1959 (estimate) 
Sie eae 100, 000 || Fiscal year 1960 (estimate) 


TABLE 2.—Estimated volume, of food movements in 1955 by railroads and motor 
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OCDM transportation program 


gram are: 


transportation mobilization and defense. 


transport industry. 


postattack. 


The stated objective of the OCDM transportation program “is to 
assure that the Nation’s transportation resources are prepared and 
capable of meeting whatever demands may be placed upon them in 
time of emergency.” OCDM functions as the coordinating body for 
Federal activities and as the agency for guidance to State and local 
governments, The major elements of the OCDM transportation pro- 


1. To establish overall policy and program guidance for 


2. To coordinate and guide transportation preparedness 
programs of delegate and other Government agencies and of the 


3. To develop a standby emergency transport organization 
supported by a strong national defense executive reserve. 

4. To direct the collection and machine processing of 
information on national transportation capabilities, current and 


22.3 81.1 
3.3 18.9 
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5. To receive and analyze traffic requirements information and 
develop measures for allocations, priorities, and movement 
control. 

6. To conduet resource requirements analyses to determine 
transportation’s needs for manpower, fuel, and supplies. 

7. To promote the strategic improvement of transportation and 
industry’s ability to accomplish missions in the national defense. 

8. To develop operational plans and action measures for 
accomplishing transportation emergency tasks. 

9. To participate in Operation Alert and other exercises and 
a activities to test plans and improve operational capa- 

ilities. 

OCDM has revised its assignment of functions to delegate Federal 
transport agencies. New Executive orders reflecting the revisions 
will be issued upon their approval by the respective agencies and the 
Bureau of the Budget. The delegate agencies include the Department- 
of Commerce and its Bureau of Public Roads, Defense Air Transpor- 
tation Administration, and Maritime Administration; the Civil 
Aeronautics Board; and the Interstate Commerce Commission. 

Some 210 key staff personnel and advisers for an emergency 
transport agency have been selected by OCDM from various Federal 
agencies. ‘They constitute the transportation segment of the National 
Defense Executive Reserve. The agency affiliations of these re- 


servists as of March 31, 1959, were reported by OCDM to be as 
follows: 


8| MARAD 
BPR 


Additional personnel for the Transportation Executive Reserve 
are to be selected by OCDM and further assignments of transportation 
reservists for service on the regional level will be made. Some 300 
other personnel have already been tentatively selected as potential 
National Defense reservists from transportation industries and 
professions. 


National transportation plan 


The national transportation plan has been incorporated into the 
national plan for civil defense and defense mobilization as annex 
34. This annex integrates the mobilization transportation programs 
of several Government agencies into one unified and coordinated 
master program. 

The national transportation plan consists of 7 major sections: (1) a 
definition of transportation; (2) assumptions upon which the plan 
is based; (3) general responsibilities between the various levels of 
Government and between private industry and Government in gen- 
eral; (4) transport mobilization organization; (5) functions requisite 
for the accomplishment of the emergency transportation programs; 
(6) standby programs and procedures established by Federal agencies 
for early implementation in the event of an emergency; and (7) 
assignments for execution by Federal agencies of the national trans- 
portation plan. 

“Transportation” in the national transportation plan encompasses 
the movement of passengers and freight by land, water and air; the 
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ports and terminals through which they move; and the personnel, 
equipment, facilities, and storage necessary to accomplish movement. 
Public warehousing is included in OCDM’s concept of transportation 
because of the relationship between supply storage and supply move- 
ment and the traditional association af the latter functions in Gov- 
ernment. Excluded from OCDM’s definition of transportation were 
petroleum pipelines and organic transport owned by or preallocated 
to military departments for their exclusive use and control. Certain 
aspects of transportation are covered in other annexes to the na- 
tional plan for civil defense and defense mobilization. ‘These are: 

Dupidation evacuation and relocation (Annex 12; Directed 
Movement). 

Agricultural movements and storage (Annex 31; National 
Food Plan). 

Pipelines and petroleum storage (Annex 33; National Energy 
and Minerals Plan). 

Administrative transportation and traffic services provided 
Federal agencies by General Services Administration (Annex 35; 
Emergency Administration of Essential Facilities). 

Five general principles will be applied in the implementation of 
the National transportation plan: 

1. Transportation lines segmented by attack will be brought 
back into intercity, interstate, and national systems as quickly 
as possible. 

2. Private ownership and operation of transportation indus- 
tries shall continue unless the exigencies of the situation dictate 
otherwise. 

3. Shippers will continue to arrange for transportation service 
directly with carriers subject to embargoes and priorities in force. 

4. Government controls over transportation will be only to the 
degree required by the nature and severity of the emergency. 

5. Operational transportation plans will be flexible in order 
that they may be adapted to circumstances as they arise. 

The national transportation plan is supported by specific plans and 
action measures for the various modes of transportation. Some of 
the more important of these are: 

The Civil Reserve air fleet by which agreements have been signed 
with commercial carriers to release specific long-range four-engine 
passenger and cargo planes to augment the military airlift. 

The war air service pattern whereby civil air routes, schedules and 
services will be readjusted to conform to postattack requirements. 

The national emergency defense airlift program whereby executive 
type aircraft exceeding 12,500 pounds have been organized to respond 
to civil emergency tasks. 

The air priorities system for control of air transport space in emer- 

ncies. 

The NATO shipping pool to consist of commercial ships of the 
nations of the NATO pact, except ships withheld by countries for 
specific military purposes. 

General agency ments for operation of wartime shipping to 
the account of U.S. Government. 

Ships warrants procedure for wartime use of docks and repair facili- 
ties and for procurement of fuel. 
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Port utilization controls for the emergency commitment and use 
of facilities of the major U.S. ports, including the control of traffic 


in ports. 

Standby mobilization orders giving general preference and priority 
for emergency movements by rail, motor, and inland water carriers. 

Standby mobilization orders embargomg freight shipments into 
areas of attack except movements under permit. 

Standby mobilization orders permitting carriers to divert or reroute 
shipments and to extend operations to facilities of other lines in 
meeting emergency requirements. 

Standby mobilization orders to allow carriers to dispose of unde- 
liverable shipments. 

Plans for the regulation of traffic over U.S. highways and for the 
rerouting of traffic around major target centers. 

Plans for the use of alternate port facilities for offshore loading 
sites, etc. 

Transportation annexes to State and city survival plans. (All 
except two States have such plans.) 

Plans of specific transport industries, armored car plan, Great 
Lakes shipping plans, protection of highway facilities, defense plans 
of U.S. railroads, and many others. 


Operation Alert, 1959 


OCDM and other Federal agencies conducted an annual exercise 
for the testing of current plans for civil defense and defense mobili- 
zation, This exercise was called OPAL 1959 (Operation Alert, 1959). 

A new organizational structure for a standby emergency trans- 
portation organization was tested in the 1959 exercise. e transport 
agency for the exercise was comprised of members of the OCDM 
transportation staff and representatives from the Interstate Commerce 
Commission; the Department of Commerce, including the Office of 
the Under Secretary for Transportation, the Bureau of Public Roads, 
Maritime Administration, and the Defense Air Transportation Ad- 
ministration ; and the Civil Aeronautics Board. Representatives from 
these same agencies constituted the Seminar Committee on Trans- 
portation which was charged with the responsibility of evaluating 
the transportation phase of the exercise. 

Representatives Fromm several other Federal agencies including per- 
sonnel from interested transportation user agencies and regional 
offices of OCDM also participated in the activities of the emergency 
transport agency and in the seminar discussions. Among the addi- 
tional agencies were the Department of Defense; the Department of 
Agriculture; the Department of the Interior; the Department of 
State; the Bureau of the Census, the Business and Defense Services 
Administration, and the Coast and Geodetic Survey of the Depart- 
ment of Commerce; the Department of Labor; the Post Office Depart- 
ment; the Department of Health, Education, and Welfare; the 
Atomic Energy Commission ; the Housing and Home Finance Agency ; 
and the General Services Administration. 

Representatives from the railroad, trucking, maritime, air transport 
and inland waterways industries and the heads of the transport agen- 
cies, or their representatives, were given an extensive briefing on the 
last day of the exercise, 
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Critical transportation problem issues 


Twenty-five mobilization problem issues were developed for reso- 
lution or decision for the Director of OCDM. Some of the more criti- 
cal transportation issues were: 

(a) What priority determination is to be made between an 
urgent military and an equally urgent civil survival movement? 

() Should regions be required to honor priorities for move- 
ments originating in other regions? 

(c) How should an appeal of a transportation claim for man- 
power, fuel or supplies for which lower-than-minimum allocation 
has been assigned be resolved ? 

(d) Should State authorities have power to commit national 
(interstate) transport to local emergency uses ? 

(e) Should vessels of friendly powers be detained for the pur- 
pose of discharging vital cargoes? 


NATIONAL PLAN FOR CIVIL DEFENSE AND DEFENSE MOBILIZATION 


Federal guides to national survival under conditions of massive 
nuclear attack on this country and to other nonmilitary courses of 
action attendant to limited war involving the United States were 
nearing completion in the closing weeks of 1959. The guides, out- 
lined in the “National Plan for Civil Defense and Defense Mobiliza- 
tion,” published in October 1958 by the Office of Civil and Defense 
Mobilization, are contained in some 40 annexes to the national plan 
developed by OCDM for distribution to State and local governments. 

The national plan was described by OCDM as establishing national 
nonmilitary courses of action and the role of the Federal Government, 
States, and their political subdivisions and the people to deter aggres- 
sion and, in the event of aggression, to enable the Nation to survive, 
recover, and win. OCDM further termed the plan a statement of 
principles, responsibilities, requirements, and broad courses of action, 
supported and amplified by annexes subject to necessary revision. 

The plan anticipates these principal contingencies : 

1. International tension, but not of such extreme nature as to 
require the invocation of full emergency authorities. (It is as- 
sumed that periods of extreme international tension may occur. 
In such cases, when the President or the Congress finds that the 
national security demands the invocation of extraordinary au- 
thority for civil defense programs short of the declaration of a 
civil defense emergency, civil defense and defense mobilization 
measures would be accelerated. ) 

2. Limited war, defined as a situation in which U.S. forces are 
engaged overseas, but in which there is no immediate expectation 
of nuclear attack on the continental United States. (It is as- 
sumed that limited wars may occur in various parts of the world. 
Depending on size of forces involved, duration of hostilities, kinds 
of weapons used and degree of U.S. involvement, such limited war 
may require degrees of mobilization of U.S, resources, production 
and manpower, and acceleration of U.S. nonmilitary defense as 
a matter of prudence. ) 

3. General war, including massive nuclear attack. - (It. is ,as- 
sumed, in the absence of international agreement, that weapons 
employed in an attack against the United States would be pre- 
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dominantly of multimegaton yield. The use of biological and 
chemical agents is possible. Delivery systems in the next few 
years would be predominantly man-operated, with a resulting 
probes maximum tactical warning of initial attack of 3 hours 

or the Nation as a whole; thereafter, delivery systems would be 
predominantly unmanned, with maximum tactical warning of 
initial attack reduced to one-half hour for the Nation as a whole. 
At any time during this period, attack could come with no tactical 
warning. Strategic warning is a possibility.) 

Contained in the plan and its annexes, which may be termed a 
“blueprint for national survival,” are the mission of civil defense and 
defense mobilization; the responsibilities of all citizens and govern- 
ment at all levels; the organization—OCDM national and regional 
commands, State and local governments, and military support; func- 
tions for protection of life and property; functions for mobilization 
and management of resources =a production; and various supporting 
functions including Federal assistance to States and their political 
subdivisions. Other documents concerning civil defense and defense 
mobilization will be issued as necessary. Each will be subordinate 
to and compatible with the plan, which is designed to be flexible and 
adaptable to changes in international relations, techniques and ma- 
terial of warfare, and to other pertinent factors. 

State and local governments are charged by the national plan with 
responsibilities for civil defense actions essential to national survival. 
For example, local government is responsible for maintenance of law 
and order. The Federal Government will assume and exercise local 
police functions only upon request of a State government or in the 
event State law-enforcement forces are unable to provide necessary 
support to local police. Further, the Secretary of Defense will provide 
emergency military aid to the civil authority requesting assistance in 
maintaining law and order, but only if it does not interfere with the 
conduct of primary military missions. 

The Federal Government takes a larger share of responsibility in 
the area of defense mobilization, being charged by the national plan 
with stimulating the development and maintenance of resources 
needed to expand, maintain and restore essential production and 
distribution processes. Among other things, the Federal Government 
will contribute to the reduction of vulnerability of the national in- 
dustrial plant through programs for physical protection, including 
dispersal; continuity of management; maintaining multiple sources 
of supply for mobilization requirements; and stimulating voluntary 
agreements to provide for combinations or exchanges of resources dur- 
ing an emergency. 

Augmenting the national plan are the emergency mobilization regu- 
lations designed as standby authorities and controls for Federal de- 
partments and agencies to which OCDM has delegated civil defense 
and defense mobilizatiba responsibilities. These regulations were 
first compiled in the Exercise Federal Register employed in Opera- 
tion Alert 1959 and, like the national plan itself, will not remain static. 

Conflicts resulting from the merger of the Office of Defense Mobili- 
zation and the Federal Civil Defense Administration into the Office of 
Civil and Defense Mobilization are resolved in favor of the national 
plan where possible or the plan is revised, according to OCDM. 
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In its annual report to the committee, OCDM stated that with the 
continuation of the preparations called for by the national plan, all 
State and local government employees should be much better prepared 
to execute their emergency governmental functions by July 1, 1960. 
OCDM noted that only those employees normally performing emer- 
gency-type operations, such as police and civil defense employees, 
are adequately prepared now. 

Annexes to the national plan are reviewed and given clearance 
within. the Federal Government and by representatives of State and 
local governments, as well as by special committees advisory to these 
inet ae prior to distribution at all governmental levels. 


CDM’s annex status report of October 21, 1959, listed by numbers 
and titles, follows: 


Printed and distributed : 

. Planning Basis. 
. Individual Action. 
. Organization for Civil Defense and Defense Mobilization. 
. Authorities for Civil Defense and Defense Mobilization. 
- Role of the Military. 
. Preparations for Continuity of Government. 

10. National Shelter Plan. 

17. Disaster Services. 

36. Research and Development. 

41. Summary of Annexes. 

Being printed: 

. Directed Movement. 
. Warning. 
. Maintenance of Law and Order. 
. Emergency Welfare. 
. Explosive Ordnance Reconnaissance. 
. National Radiological Defense Plan. 
. National Biological and Chemical Warfare Defense Plan. 
. National Manpower Plan. 
. National Transportation Plan. 

37. Training and Education. 

39. Review, Tests, and Inspection. 


Being revised after external review : 
14, Damage Assessment. 
18. National Health Plan. 
28. Management of Emergency Production. 
31. National Food Plan. 
33. National Dnergy and Minerals Plan (in four parts). 
35. Emergency Administration of Essential Facilities. 
Under external review : 
9. Public Information. 
15. Communications. 
21. National Fire Defense Plan. 
25. Maintenance of Essential Resources. 
82. National Water Plan. 
88. Federal Assistance. 
40. Natural Disasters. 
42. National Emergency Housing Plan. 
Awaiting Director’s approval for external review : 
11. Protection of Essential Facilities. 
Being revised after internal review : 
6. Federal Emergency Plans and Procedures. 
27. Emergency Financial Controls. 
29. Emergency Distribution and Consumption Controls. 
Being drafted: 
5. Federal Delegations and Assignments. (This annex will consist of 
the first nine OCDM delegations when they are approved.) 
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Discontinued : 
20. Registration and Information. (Now part of No. 19.) 


26. Protection and Continuity of National Industrial Plant. (Now 
part of No. 11.) 


Commatres PuBLICATIONS 


The complete list of your committee’s printed reports is as follows: 


*Hoarding and Strategic Materials: Hearing before the Joint Committee on 
Defense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on auto- 
motive sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Bric Johnston and 
Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles BE. Wilson, Director of Defense Mobili- 
zation, February 8, 1951. 

Progress Report No. 3:: Wage Stabilization Board and Defense Production Ad- 
ministration, February 13, 1951. 

Report No. 4: To hear Michael V. DiSalle, Director, Office of Price 

Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amor- 
tization program, March 19, 1951. 

*Progress Report No. 7: Charles EB. Wilson, Director, Office of Defense Mobili- 
zation, on his April 1 report to the President; opinion on Government con- 
tracts by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Produc- 
tion Administration, tax amortization and certificates of necessity, April 12, 
1951. 

*Progress Report No. 9: Witnesses on the meat production and supply situation, 
June 13, 15, 1951. 

Progress Report No. 10: Charles BE. Wilson, Director, Office of Defense Mobili- 
zation; Manly Fleischmann, Administrator, Defense Production Administra- 
tion; and Michael V. DiSalle, Director, Office of Price Stabilization, price 
regulations, allocations, and priorities, November 26 and 27, 1951. 

*Progress Report No. 11 (S. Rept. No. 1061) : Steel, copper, and aluminum allo- 
cations survey, January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, discussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (S. Rept. No. 1107): Machine tools, January 23, 1952. 

Progress Report No. 14 (S. Rept. No. 1310): World supply, United State pro- 
duction, consumption, imports, and exports of steel, copper, and aluminum, 
and domestic requirements and allocations, March 17, 1952. 

*Progress Report No. 15 (S. Rept. No. 1062) : Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles B. Wilson, Director, Office of Defense Mobili- 
zation, and Manly Fleischmann, Administrator, Defense Production Adminis- 
tration, on second quarter 1952 allocations, January 9, 1952. 

Progress Report No. 17: Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur 8S. Flemming, Assistant to the Director—Man- 
power, and Rodolfo A. Correa, General Counsel, ( ‘ice of Defense Mobiliza- 
tion, on procurement in labor-surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987) : Aluminum program, June 30, 1952. 

Progress Report. No, 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 

Progress Report No. 22.(8. Rept. No. 2); A study of consumer commodity prices 
and margin spreads, October 22, 1952. 


*Supply exhausted ; no longer available. 
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Progress Report No. 23: Hearing on price control and OPS activities, November 
19, 1952. 

Progress Report No. 24 (H. Rept. No. 1): Aluminum expansion program and 
competition, January 2, 1953. 

Progress Report No. 25 (S. Rept. No. 154) : Review of tax amortization program, 
April 20, 1953. 

Progress Report No. 26: Hearing, ODM, Munitions Board, and GSA on Defense 
Manpower Policy No. 4, May 4, 1953. 

Progress Report No. 27: Witnesses from Government agencies on proportion of 
Government contracts awarded to small-business concerns, March 8, 1954. 

Progress Report No. 28: Witnesses in the matter of loans to the United States 
Tin Corp. under the Defense Production Act, July 7, 8, 9, 12, 13, 14, 20, 21, 23, 
26, 28, and 29, 1954. 

Progress Report No. 29 (H. Rept. No. 2) : United States Tin Corp. loans. 

Progress Report No. 30: Dr. Arthur 8. Flemming, Director, Office of Defense 
Mobilization, on progress of defense mobilization program, April 15, 1955. 

Progress Report No. 31: To hear witnesses on the activities of the Interior 
Department under the Defense Production Act, June 9, 1955. 

Progress Report No. 32: To hear witnesses on Defense Production Act contracts 
entered into by the Defense Materials Procurement Agency, July 6, 14, 27, 1955. 

Progress Report No. 33: To hear Edmund F. Mansure, Administrator, General 
Services Administration, August 3, 1955. 

Progress Report No. 34: To hear Dr. Arthur 8. Flemming, Director of the Office 
of Defense Mobilization, on defense mobilization programs, April 11, 1956. 
Progress Report No. 35: To hear True D. Morse, Under Secretary of Agriculture, 
and Spencer 8. Shannon, Director of the Office of Minerals Mobilization, De- 
partment of the Interior, on defense mobilization programs, April 16, 1956. 

Progress Report No. 36: Study of supply and distribution of nickel, January 8, 
1957. 

Progress Report No. 37: Supplementary report to study of supply and distribu- 
tion of nickel by the Secretary of Commerce, February 21, 1957. 

Progress Report No. 38: To hear Franklin G. Floete, Administrator of the Gen- 
eral Services Administration, on the activities of GSA under the Defense Pro- 
duction Act, May 21, 1957. 

Progress Report No. 39: To hear the Director of the Office of Defense Mobiliza- 
tion and the Admiiistrator of GSA on activities under the Defense Production 
Act, including loans; and guaranteed loans, May 28, 1957. 

Progress Report No. 40: Report on reducing our vulnerability to attack, June 4, 
1957. 

Progress Report No. 41: To hear the Director of the Office of Defense Mobiliza- 
tion and the Administrator of GSA on activities under the Defense Production 
Act, including aluminum contracts and tax amortization, July 30, 1957. 

Progress Report No. 42: To discuss the adequacy of preparedness programs to 
meet nuclear attack and limited-scale war; to hear the Director of the Office of 
Defense and Civilian Mobilization and representatives of the Department of 
Commerce and the Department of Agriculture, July 10, 1958. 

Progress Report No. 43: Reports submitted by the Director of the Office of Civil 
and Defense Mobilization on recommendations in the 8th Annual Report of the 
Joint Committee on Defense Production, June 24, 1959. 

Progress Report No. 44: Mobilization programs of Office of Civil and Defense 
ee and Business and Defense Services Administration, August 18, 

1959. 


*First Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1951. 


*Second Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1952. 


Third Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1953. 


Fourth Annual Report of the Activities of the Joint Committee on Defensé Pro- 
duction, 1954. 


Fifth Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1955. 


Sixth Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1956. . 


*Supply exhausted ; no longer available. 
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Seventh Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1957. 


Eighth Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1958. 


Activities OF DEPARTMENTS AND AGENcIEs Havine Functions UNDER 
THE DerensE Propuctrion Act 


All Federal departments and agencies performing functions under 
the Defense Production Act, as amended, were requested to submit 
reports of their activities during the past year for inclusion in this 
report. These have been included in the appendix. 

Also included in the appendix are the Defense Production Act of 


1950, as amended, and Executive orders issued under authority of 
the act. 























APPENDIX 


OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
Washington, D.C., November 24, 1959. 


Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D.C. 
(Attention : Mr. Harold J. Warren, clerk and counsel.) 
Deak Mr. CHAIRMAN: I am pleased to submit to your committee the annual 
report of the Office of Civil and Defense Mobilization. 
Sincerely, 


Leo A. Horex. 


Enclosure, 


Drgector’s SUMMARY 


The creation of the Office of Civil and Defense Mobilization (OCDM) * in the 
Executive Office of the President gave the Nation a firm organizational base at 
the national level for building a unified nonmilitary defense program. The uni- 
fied Federal direction and guidance stemming from this action increased the 
stature, strength, and effectiveness of nonmilitary defense. But the Nation has 
only begun to realize the true magnitude of the change. It will continue to pay 
multiple dividends in improved operations in the future. 

The national plan for civil defense and defense mobilization, promulgated by 
the President in October 1958, establishes national nonmilitary courses of action 
and the role of the Federal Government, the States, their political subdivisions, 
and the people to deter aggression and, in the event of aggression, to enable the 
Nation to survive, recover, nd win. The plan is a statement of principles, re- 
sponsibilities, requirements, and broad courses of action, supported and amplified 
by annexes. 

The plan and its annexes are widely distributed to all levels of government 
after clearance within the Federal Government and by representatives of State 
and city governments, as well as by special committees advisory to these govern- 
ments. While other documents concerning civil defense and defense mobiliza- 
tion will be issued as necessary, each will be subordinate to and compatible with 
the national plan. 

Accomplishments in implementing the national shelter policy announced on 
May 7, 1958, included: 

1. A vigorous program to inform all persons of fallout danger and steps 
they and their governments can take to minimize it. 

2. Pilot fallout shelter surveys almost completed in Tulsa, Okla.; Mont- 
gomery, Ala.; Milwaukee, Wis.; and Contra Costa County, Calif. Plans 
were underway for similar surveys in New York City, N.Y.; Los Angeles, 
Calif. ; Tallahassee, Fifa. ; and the State of Delaware. 

3. Accelerated research on shelter design and radiological defense. Shel- 
ter design studies were well advanced. 

4, Plans for constructing approximately 100 prototype fallout shelters. 

5. A directive to all Federal departments and agencies requiring them to 
include fallout shelter design and construction costs in their budget esti- 
mates for appropriate new Federal buildings, beginning with fiscal year 

1960. 







1 Dstablished under Reorganization Plan No. 1 of 1958, implemented through Executive 
Order 10773, and designated by its present title by Executive Order 10782. 
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The Federal Government continued to strengthen the State and local civil 
defense and mobilization activities through the Federal matching funds and 
the Federal surplus property programs. Although Public Law 85-606 permits 
Federal contributions to the States for civil defense personnel and administra- 
tive expenses, a lack of appropriations precluded the use of this means of 
strengthening local capabilities. 

The continuity of government program continued to advance substantially on 
all fronts: 

1. Federal emergency lines of succession have been established generally. 
Thirty-four States have enacted laws pertaining to the continuity of gov- 
ernment. 

2. Programs for the preservation of essential records are well advanced 
in the Federal relocation are. State and local governments are expected 
to have reasonably adequate preservation of records programs by July 1, 
1962. 

3. The development of emergency operating sites in a relocation are near 
Washington, D.C., is well underway. Plans were approved for establishing 
well-protected operational centers for all OCDM regional offices, and $2.4 
million was appropriated for constructing the first underground center at 
Denton, Tex. Five of the fifty States have protected control centers for 
their executive branches. The remaining States have designated unpro- 
tected control centers, and 19 of them should be protected by July 1, 1962; 
the balance by July 1, 1967, if sufficient Federal matching funds are made 
available. 

4. Federal agencies were designating employees to perform their head- 
quarters’ emergency functions. With the continuation of preparations 
specified in the national plan, State and local government employees should 
be much better prepared to carry out their emergency functions by July 1, 
1960. 

The radiological defense system was strengthened throughout the Nation. 
Important accomplishments included : 

1. Accelerated distribution of radiological instruments to States, terri- 
tories, high schools, and Federal agencies. 

2. The establishment of an expanding Federal network of radiological 
monitoring stations augmented by State and local stations eventually to 
total 150,000. 

8. Accelerated training. Trained radiological defense instructors avail- 
able to State and local governments totaled approximately 16,000, and 
radiological monitors totaled about 156,000 at the end of fiscal year 1959. 

In addition to operating the Staff College and the Radiological Defense School 
at Battle Creek, Mich., and the Eastern Instructor Training Center at Brooklyn, 
N.Y., OCDM will begin operation of a Western Instructor Training Center in 
fiscal year 1960. Approximately 7,600 radiological instrument kits have been 
given to high schools and colleges, and about 1 million students have received 
some education in their use. OCDM has an agreement with the U.S. Office 
of Education to develop an expanding adult education program in the States 
to emphasize the national shelter policy and the self-help aspects of the national 
plan. 

To inform very person of essential survival measures and to help govern- 
ments at all levels to achieve this objective, OCDM used a variety of public in- 
formation media available and within its means. Notable examples were: 

1. The use of motion pictures, national television and radio networks, 
special news releases, and magazine articles. 

2. The dissemination of information on radioactive fallout by means of 
billboards, posters, exhibits at major public gatherings, and official pub- 
lications. 

3. Major briefings and conferences with audiences totaling 55,000 key 
Government and organization leaders, 

4. A 30-minute test of the Control of Electromagnetic Radiation 
(CONELRAD) system in Operation Alert 1959. All commercial broadcast- 
ing and telecasting in the United States stopped for the first time in day- 
light hours while designated AM radio stations returned to the air on 
CONELRAD frequencies, 640 and 1240, to broadcast civil defense instruc- 
tions. 

Major accomplishments in preparing for the emergency management and 
mobilization of resources and production included: 
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1. Development of emergency measures for restoration, continued func- 
tioning, and stabilization of our monetary and economic system in the 
relatively undamaged areas of the country following massive attack. 

2. Plans for establishment of emergency transport and communications 
agencies to function under mobilization conditions and partial recruit- 
ment of executive reservists to staff the agencies. 

8. Continuous review and revision of mobilization plans and refinements 
of supply-requirement studies to meet changing conditions. 


I. PROTECTION oF LIFE AND PROPERTY 


A, CONTINUITY OF GOVERNMENT 


Our survival as a Nation depends upon the ability of the Federal, State, and 
local governments to carry out their responsibilities in the event of a massive 
attack. To make this possible, the continuity of Government program is aimed 
at establishing lines of succession for key officials and personnel; preserving 
essential records; developing protected locations for Government operations ; 


and making full use of all personnel, facilities, and equipment of Government 
at all levels. 


1. Lines of succession 


Emergency lines of succession have been generally established in the Exec- 
utive branch of the Federal Government. Legislation to deal with this prob 
lem is being considered in 46 States this year; to date 34 have enacted laws 
pertaining to continuity of Government. All States are expected to have some 
lines of succession by July 1, 1960. Work is underway with the counties and 
cities with population over 50,000 to get them to adopt lines of succession. A 
survey of progress will be made this year. 


2. Preservation of records 


Programs for the preservation of essential records are well advanced in the 
Federal relocation arc; and Federal agencies will report December 30, 1959, 
on their progress in extending this program to their field establishments. 


Many States have taken some preliminary actions to plan the preservation of 
their records, but none has an adequate record preservation program in opera- 
tion. Many States are expected to take initial steps by July 1, 1960, and to have 
reasonably adequate programs in effect by July 1, 1962. The outlook for local 
governments is similar. 


8. Relocation sites 


The development of emergency operating sites for the Executive branch in a 
relocation are near Washington, D.C., is well underway. 

At the regional level, plans have been approved for the establishment of under- 
ground control centers at the eight OCDM regional offices. Hach control center 
will have the capability for operation in an emergency as the headquarters 
for all Federal nonmilitary activity within the region. Two or more represen- 
tatives from the key agencies with emergency functions are slated for permanent 
assignment to the control centers, and they would be augmented by additional 
personnel in an emergency. These representatives will be technically com- 
petent and have delegated authority to act for their agencies in an emergency 
if they cannot contact their superiors. To the extent possible, these assign- 
ments will be permanent, although temporary duty assignments may be made 
for periods of 30 days or more. 

The centers will be designed to provide protection from fallout and a minimum 
of 30 pounds per square inch overpressure blast protection, with an effective 
filter system for radiation, chemical and biological hazards. The centers will 
be interconnected with an adequate communications system. Funds for the 
first underground center at Denton, Tex. ($2.4 million) have been appropriated. 
Funds for further construction will be requested in future budgets. 

More than 30 States will require legislation to permit the legal transfer of 
their seats of government. Fifteen States have passed such legislation. It ts 
anticipated that this legislation, usually involving constitutional amendments; 
will have been adopted by most of the remainder by July 1, 1963. 

Five of the 50 States have already established contro] centers for their execu- 
tive branches. The other States have designated unprotected centers for goy- 
ernment. 
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Many of the cities and counties have established control cénters. The num- 
ber of adequately protected centers is small but increasing. Those centers with 
some protective features include Portland, Oreg.; Dade County, Fla.; DuPage 
County, [lL ; Oakland, South Pasadena, and Glendale, Calif. Cities and counties 
are expected to use all the Federal matching funds available in fiscal year 1960 
in excess of those used by the States. 


4. Use of Government personnel, facilities, and equipment 


The role of every department and agency of the Federal Government in carry- 
ing out the national plan has been determined. Some agencies and departments 
are scheduled to receive Executive orders assigning them emergency missions, 
and others wil receive a statement from OCDM outlining their emergency func- 
tions. The statement will be in the form of an agreement for accelerating, modi- 
fying, or temporarily suspending normal functions during emergencies. Organ- 
izational units whose functions are to be temporarily suspended will provide 
personnel for carrying out emergency functions of other agencies or of emer- 
gency agencies required for stabilization, transportation, and communications 
controls. 

For fiscal year 1960, OCDM requested $12 million and received $614 million 
for financing preparedness acitvities of other Federal agencies. This is the 
first time that all of these activities have been financed under a single appro- 
priation. 

State and local government personnel, with the exception of those persons nor- 
mally performing emergency type operations, such as police and firemen, are not 
adequately prepared to execute their emergency government functions. With the 
continuation of the preparations called for by the national plan, all State and 
local government employees should, by July 1, 1960, be much better prepared to 
execute their emergency governmental functions. 


B. REDUCTION OF VULNERABILITY 


OCDM’s program for reducing our national vulnerability involves individual 
or family actions, actions by industry, and actions by Government. A balanced 
program must include shelters and protective devices, hardening and dispersal 
of facilities, controlled movement of people and materials, and adequate stock- 
piles of essential survival items. Controlled movement is discussed under sec- 
tion I-G while survival items are discussed under section II—A. 


1. National shelter policy 


A little more than a year has passed since the national shelter policy was 
announced on May 7, 1958, urging that the property owner provide fallout pro- 
tection on his premises. During this period, public awareness of and interest 
in the problem has increased substantially. Governor Rockefeller’s call for a 
compulsory shelter program in New York State, followed by the endorsement of 
shelter programs by the Conference of Governors meeting in Puerto Rico, has 
given a strong boost to the program, Many widely read publications have com- 
mented editorially on these actions, pro and con. Several organizations have 
offered to sponsor construction of prototype shelters. As a result of this grow- 
ing concern, it is reasonable to assume that shelter-construction activities in the 
coming year, and succeeding years, will be accelerated. 

In addition to its public information activities, OCDM has taken a number 
of actions to advance our knowledge of shelter availability and design. Pilot 
surveys are underway in Milwaukee, Wis.; Tulsa, Okla.; Montgomery, Ala.; 
and Contra Costa County, Calif., to identify and evaluate the potential fallout 
shelter in existing buildings. Pertinent questions are to be included in the 
1960 national census, and, subsequently, in the monthly current population 
survey, which will give us an approximate measure of existing home shelter 
throughout the United States. 

In December 1958, five Federal office buildings in Washington, D.C., were 
surveyed to determine what sort of shelter they provided or could provide with 
modest improvements. The survey showed that all had potential shelter areas 
which were more than adequate in size for their regular workforce and that 
they could be improved and equipped to provide extended occupancy and excel- 
lent fallout protection. 

Shelter design studies are well advanced. Plans are now being widely dis- 
tributed for a simple do-it-yourself home basement shelter made of solid con- 
crete blocks, as well as other types for outdoor use above and below ground. 
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During fiscal year 1960 nearly 100 prototype shelters will be constructed or initi- 
ated. These are expected to stimulate interest among persons who visit them in 
addition to providing technical data. Special attention is being devoted to mul- 
tiple use types. 

All Federal departments and agencies have been directed to include funds 
for fallout shelter in budget estimates for new buildings. Funds were appropri- 
ated for fiscal year 1960 to provide shelter for one building project. Sixteen Fed- 
eral agencies have reported that they have construction projects planned for 
fiscal year 1961 which may be suitable for inclusion of fallout shelter. 

The Congress appropriated $4 million for research and development in fiscal 
year 1960. OCDM plans to spend $2.5 million of this appropriation for construc- 
tion of prototype shelters. 

Some progress has been made in making fallout shelter financing easier but 
there remain roadblocks in lack of adequate financial incentives and easy- 
financing arrangements. Federal Housing Administration will guarantee prop- 
erty improvement loans up to $3,500 for the construction of shelters. How- 
ever, these do not apply to new construction. FHA has not yet been able to 
establish market values for shelters in assessing value for purposes of loan 
guarantees on new construction. Also shelter construction may be handicapped 
in some areas by the fact that this adds to the value of the property and hence 
to the real estate tax. OCDM will urge State and local governments to make 
the necessary changes in their laws to remove this possible hindrance. 


2. Reduction of vulnerability of Federal facilities 


Aside from the emergency relocation program discussed above, very limited 
progress was made during the past year in reducing the vulnerability of Federal 
facilities. 

A selective approach to dispersion and protective construction which recog- 
nizes various degrees of target vulnerability and couples them with various 
degrees of acceptable risk, depending upon the criticality of the facility, is now 
being studied. The recent development of a study of standardized survival 
probabilities for the most important locations in the United States (see section 
I-D) provides a useful tool for this purpose. 

Industrial dispersion is discussed in section IT—A. 


C. WARNING OF ATTACK 


At the present time, a warning time of 3 hours is still regarded as the maxi- 
mum probable time in most areas. With the further development of intercon- 
tinental ballistic missiles, the tactical warning will be reduced to zero to 15 
minutes. Nevertheless, our civil defense plans and our individual responses 
must be sufficiently flexible so that we can take the best advantage of whatever 
amount of warning is available. 

The national warning system (NAWAS) now consists of 6 OCDM warning 
centers at major Air Force installations, 49 State warning points (including 
Washington, D.C.), and 227 other warning points. The network is capable of 
sending a warning to all 276 warning points in about 15 seconds. Warning points 
will be increased to 376 in fiscal year 1960 and 500 in fiscal year 1961. 

The States are capable of relaying warnings to approximately 5,000 local 
warning points. Fifty-two percent of cities in target areas have adequate out- 
door public warning systems (primarily sirens). This includes Washington, 
D.C. The remaining target areas will be encouraged to develop and install ade- 
quate warning systems under the contributions program. 

Tests have shown that outdoor warning systems are relatively ineffective for 
people who are indoors. A method for indoor warnings has been developed and 
tested. The national emergency alarm repeater (NEAR) system will require the 
installation of 400 to 600 signal generators on powerlines throughout the United 
States. Simple plug-in alarms will be used in homes and offices to receive the 
signal. Cost of the generating equipment, $30 million; cost of the alarms, about 
$5 each. Hffort is being made to have this system financed by private industry 
and individuals. 

D. DAMAGE ASSESSMENT 


National coordination and control, and national decisions, after an attack 
must be based on rapid assessment of the damage and casualties and of the 
resources which remain for recovery. A national system, using a high speed 
electronic computer, is in operation at the National Damage Assessment Center 
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(NDAC) at a secure location. Fourteen agencies participate in its work. A 
file of data on 75 resource categories at 250,000 locations is maintained and con- 
stantly updated. 

In addition, OCDM has developed a series of manual techniques for assessing 
damage at National, regional, State, and local levels. It has also developed and 
provided procedures for National, regional, and State systems using a medium 
speed computer. 

OCDM is providing the NDAC additional protection against attack to improve 
its postattack capability. Plans are underway for a special communication sys- 
tem connecting it to key Government command centers. 

OCDM headquarters and regional offices also have a capability for manual 
damage assessment. An undetermined number of States have some capability 
but not all the State systems can be integrated with the OCDM system. An in- 
tegrated hand system will be developed. 


E. COMMUNICATIONS 


The national plan states that the Federal Government will maintain a reason- 
ably secure system of communications among the Federal agencies and to the 
States; the States will do the same with respect to their jurisdictions; and 
local governments will maintain communicatiuns for their emergency operations. 

OCDM’s primary system of operational communications is national communi- 
cations system No. 1 (NACOM 1). It consists of about 22,000 miles of leased 
wire facilities—private line telephone and teletypewriter services—connecting 
OCDM’s relocation site with Battle Creek, the regional offices, State civil defense 
offices, and Canada. Currently requiring about 30 minutes to activate, it will 
be converted to fulltime use during fiscal year 1960. Automatic cryptographic 
equipment will be provided during fiscal year 1961. 

Initial equipment has been procured for a system of radio backup called 
NACOM 2. The OCDM installation and tie-ins to approximately one-half the 
States are to be completed during fiscal year 1961; the remainder in fiscal year 
1962. 

The interagency communication system, which connects the relocation sites 
in the Federal arc, will be developed to achieve a reasonable degree of protec- 
tion against attack during fiscal year 1961. 

Many agencies have communications systems to their field offices. Some of 
these are Government-owned and some are leased lines. Surveys are underway to 
determine to what extent these various systems can and should be inter- 
connected. 

At the State and local level, the radio amateur civil emergency services 
(RACES) program has continued to expand. Over 30,000 operators in over 
1,100 State and local organizations participate. 





F. MAINTENANCE OF LAW AND ORDER 


Local government is the basic entity responsible for the emergency mainte- 
nance of law and order. The national plan calls for State law enforcement 
forces to support local police as necessary. Only upon the request of a State 
government, or in the event a State government is unable to act, will the Fed- 
eral Government assume and exercise necessary functions for local mainte- 
nance of order. Upon request, the Secretary of Defense will provide emer- 
gency military aid to the civil authority to assist in maintaining law and order, 
provided it does not interfere with the conduct of primary military missions. 

One of the major purposes of the State and local continuity of government 
program is to assure that these governments do, in fact, retain the capability 
to preserve law and order. This function is also an important part of the State 
and local operational plans and the OCDM police services program. 


G. SURVIVAL PREPARATIONS AND DISASTER SERVICES 


Operational plans (under the survival projects program) have been developed 
in 48 States and the District of Columbia. In addition 240 area plans and 
2,215 local plans have been developed. By June 30, 1960, substantial progress 
will have been made in refining and improving these plans, in extending the 
planning to include additional localities and in providing, through OCDM re- 
gional offices, for integrated, interstate emergency actions and procedures. 

Disaster services include casualty care and emergency public health, emer- 
gency welfare services, rescue, debris clearance, fire protection, and decon- 
tamination. 
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The national plan and its annexes prescribe responsibilities for disaster serv- 
icés and the State and local operational plans implement them. Private organ- 
izations, such as the Associated General Contractors and the American Legion, 
have developed plans to assist in disaster services 

Because of the magnitude of modern thermonuclear weapons and the problem 
of fallout, the principal theater of disaster services will be in zones of tolerable 
radiation intensities—zones which will become progressively larger as radio- 
activity decays. Rescue, debris clearance, and firefighting will be limited in 
initial disaster operations because of the excessive radioactivity in the blast 
and fire-affected areas. Instead, the emphasis will be on emergency health care 
and welfare services in the areas of tolerable radiation intensities. 


1. Emergency health care 


Because of the extreme shortage of health resources that would be experi- 
enced in an emergency attack, our traditional concepts of health and medical 
eare for the surviving population have had to be revised. It is necessary to 
stress preparations for maintaining health as well as care of the sick and in- 
jured. The application of strict medical care priorities is considered inappro- 
priate as a tool for the management of health resources but it is a useful guide 
for professional personnel in the sorting of patients for appropriate treatment 
methods. This is the most practical way to make the best use of health re- 
sources and can be achieved only with extensive preattack training and educa- 
tion of professional health personnel. OCDM, in cooperation with DHEW, will 
provide guidance to State and local governments in the optimum use of exist- 
ing resources in a disaster situation. Only group, family, and individual self- 
help will be available to those persons isolated from professional health 
services by effects of an attack. 

Existing plans to mobilize and utilize health resources are not yet adequate to 
take full advantage of the limited resources that will be available following 
an attack on the United States. State survival plans are quite uneven in their 
health content because of the uneven health planning resources in the several 
States. The Public Health Service, under procedures now being established, 
will develop national emergency plans and a comprehensive preparedness 
program. 

The civil defense stockpile contains about $200 million of essential health sup- 
plies. The stockpile includes 1,982 civil defense emergency hospitals, of which 
nearly 1,300 units have been prepositioned at local strategic sites ready for im- 
mediate use. 

One of the limiting health resources—which cannot be stockpiled—is man- 
power. OCDM has contributed funds to the MEND (medical education for 
national defense) program which introduces mass emergency medical care 
training into the curriculum of the Nation’s medical schools. DHEW will insti- 
tute specialty courses for the ancillary health professions and will work with 
representative national organizations and respective schools to develop training 
programs in the pregraduate period similar to the MEND program. DHEW is 
also studying what measures of self help can be taught to members of the gen- 
eral public to give them a capability of lifesaving medical care in the event 
of massive enemy attack. 


2. Emergency welfare services 


Emergency welfare services embrace all the service and assistance required 
to meet human needs for food, clothing, and lodging; to furnish information on 
the condition and whereabouts of persons; and to register persons in attacked 
areas for use in reuniting families separated during evacuation. 

OCDM, in cooperation with the Departments of Health, Education, and Wel- 
fare; Agriculture; Interior; and Post Office, and the Housing and Home Fi- 
nance Agency, and numerous professional, social welfare, and business organ- 
izations, is developing plans to provide emergency welfare care for people. 
While the responsibility for distributing existing supplies of food and water 
to the population is a State and local one, plans are being developed to make 
use of the 3,000 Department of Agriculture local offices to assist State and 
local governments. 

In the housing field, detailed procedures, billeting standards, and arrange- 
ments for adding to the supply have not yet been worked out. The Housing and 
Home Finance Agency, under delegation from OCDM, has begun the develop- 


— of a national plan for housing, which will augment local civil defense 
plans. 
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H. RADIOLOGICAL DEFENSE 


The national plan assigns responsibilities for protection against clandestine 
and unexploded ordnance, chemical and biological warfare agents, and radia- 
tion, The latter is receiving priority attention. 

The number of radiological instruments distributed to States and territories 
for radiological defense training and operational preparedness has grown 
substantially. More than 155,000 instruments have been distributed to the 
States, territories, and high schools. An additional 66,000 instruments were 
loaned or transferred to 21 Federal agencies to improve the operational readi- 
ness of the Federal Government. These quantities represent only a small first 
step toward the number of instruments required to provide adequate radio- 
logical defense. 

A program has been started to establish a Federal network of radiological 
monitoring stations to provide hourly reports on the level of fallout radiation 
across the Nation after a nuclear attack. Approximately 1,000 radiological 
monitoring stations have been established at fixed field facilities of the U.S. 
Weather Bureau, the Federal Aviation Agency, the Air Weather Service of 
the U.S. Air Force, the Department of Agriculture, and the Department of the 
Interior. OCDM plans to expand this Federal portion of the network to 1,800 
by the end of fiscal year 1960, 2,400 by the end of fiscal year 1961, and 3,043—or 
one in each county—by the end of fiscal year 1962. In addition, an estimated 
14,000 State and local monitoring stations are now in operation, against a long- 
term goal of 150,000 for Federal, State, and local governments by 1963. 

As the result of training programs across the Nation, approximately 16,000 
instructors in radiological monitoring and 156,000 radiological monitors are 
available to State and local governments. In addition, approximately 1 million 
students have received some education in the use of the 7,600 instrument kits 
which have been given to high schools and colleges. An additional 7,400 kits 
will be supplied to high schools and colleges in fiscal year 1960. 


II. MoprmLizaATION AND MANAGEMENT OF RESOURCES AND PRODUCTION 


Mobilization and management of resources and production is the second major 
indispensable mission of civil defense and defense mobilization. Programs for 
the protection of life and property—the other principal task dealt with by the 
national plan—will not make maximum contribution to the survival of the Nation 
unless resources are available and effectively used. 

Activities to accomplish the resources and production mission are of two major 
categories: Programs for the development of adequate supplies of essential 
resources and their maintenance at locations where they will be available in an 
emergency, including the determination of supply and requirements and the 
identification and correction of deficiencies; and programs for the revival of 
production and the development of a management capability at Federal, State, 


and local levels which will assure the effective use of available resources in an 
emergency. 


A. DEVELOPMENT AND MAINTENANCE OF ESSENTIAL RESOURCES 


As set forth in the national plan, the Federal Government is charged with 
stimulating the development and maintenance of resources necessary for expand- 
ing, maintaining, or restoring essential production and distribution processes. 


1. State, local, and private inventories 


The national plan urges individuals to be prepared to exist on personal stocks 
of survival items in their homes and shelter areas for 2 weeks following attack. 
It urges State and local governments to have available emergency supplies and 
equipment sufficient for 4 weeks following attack. 

Most households do not now have enough food to last for 2 weeks. Similarly, 
State and local inventories of survival items and civil defense equipment are 
small, although some start has been made through Federal contributions, as 
discussed elsewhere in this report. 

One major product of the survival projects program has been the development, 
at State and target area level, of considerable useful information on resource 
availability. OCDM will assist States in the further development of such data, 
including translation of the information into forms permitting interstate, re- 
gional, and national compilations of probable surpluses and shortages. 
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2. Federal stockpiles 


The Federal Government maintains many stockpiles of importance to civil and 
defense mobilization. These include strategic and critical materials inventories, 
survival item inventories, and machine tools inventories. 

Strategic and critical materiais.—On June 30, 1959, the Federal Government 
had supplies of 75 strategic and critical materials meeting stockpile specifica- 
tions valued at $5.8 billion in the national stockpile; $574 million in the supple- 
mental stockpile; $705 million in Defense Production Act inventories; and $87 
million in Commodity Credit Corporation inventories obtained through barter 
of agricultural surpluses. 

A new stockpiling policy calls for the establishment of objectives on the basis 
of the time required for supplies of materials in a national emergency to match 
essential needs of the emergency, including emergency reconstruction after 
nuclear attack. Pending the determination of these requirements, the maximum 
planning period will be limited to 3 years. 

Open market purchases for the strategic stockpile are largely completed. Only 
chrysotile asbestos, diamond dies, and jewel bearings are programed for purchase 
on the open market. A total of approximately $6.5 million is available for this 
purchase in fiscal year 1960. Chrysotile asbestos will be procured so far as 
available from domestic sources. Diamond dies and jewel bearings are being 
purchased at minimum rates necessary to maintain the domestic production base. 

Under the Public Law 480 barter program, acquisition values of materials 
acquired were $1,071 million committed as of June 30 for strategic materials, 
$615 million transferred to the supplemental stockpile, and $223 million trans- 
ferred to the strategic stockpile. There are no limits to the supplemental stock- 
pile, but procurement is expected to taper off as inventories are accumulated. 
Legislation is being drafted to authorize nonreimbursable transfers of material 
to meet strategie stockpile objectives. 

Upgrading of copper, molybdenum, vanadium, and tungsten in the strategic 
stockpile is underway to provide readiness inventories of the more usable 
forms. The upgrading of tantolite has been authorized and precise specifica- 
tions for this purpose are being developed. 

Disposal actions, in accordance with the legal requirements that such actions 
shall not cause serious economic disruptions in the market, have been limited 
until recent months because of adverse economie conditions. In addition, con- 
gressional approval is required for disposal of any nonobsolescent materials 
from the strategic stockpile. So far, Congress has approved proposals for the 
disposal of gem diamonds, 3 platinum items, and zircon, but has not approved 
the disposal of extra long-staple cotton beyond 50,000 bales. 

Survival items.—The existing civil defense stockpile, valued at approximately 
$200 million, involves primarily medical items. It was planned in early 1952 
to meet an attack by low-yield atomic weapons, and a probable need to take 
eare of 5 million casualties for 21 days. The stockpile has reached only about 
50 percent of this original and now inadequate goal. 

Health and sanitation supplies generally represent the most critical survival 
items. An appraisal of stockpile requirements was completed in 1958 and is 
now being reevaluated on the basis of new production and resource estimates. 
The objective is to develop a sound and financial feasibility procurement pro- 
gram. 

Postattack requirements factors for survival and recuperation will be de- 
veloped during fiscal year 1960-61 for all other essential survival items. Data 
collection on supplies will be extended from medical survival items to all 
other essential items. 

The Commodity Credit Corporation currently has on hand agricultural com- 
modities accumulated under price-support legislation valued at $6.5 billion. 
These stocks are reasonably well dispersed. Under a policy adopted by the 
Commodity Credit Corporation in 1956, and concurred in by both ODM and 
FCDA, whenever CCC stocks are to be moved or an initial location for storage 
of stocks is being selected, defense criteria shall be applied wherever practical 
in selecting sites which are away from critical target areas and which would 
be accessible for use of the stocks in the event of attack, keeping in mind 
emergency transportation problems. In addition, substantial stocks of many 
foods are maintained in commercial inventories, 

Attack damage studies indicate that these food stocks are ample in the aggre- 
gate, but that the problem of distributing them would be formidable. While, 
Statistically, foodstuffs and food facilities would probably be in adequate supply 
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after an attack, if it does follow that sufficient edible food would be available 
at the time, in the places, and in the quantities necessary to meet the needs of 
the surviving population. The national food plan annex to the national plan 
(now in preparation) provides guidance to meet these needs in the immediate 
postattack period. 

Machine tools.—The Federal Government owns about 300,000 machine tools, 
valued at $3 billion. The military departments own approximately 270,000 
of these tools of which about 4,000 are in the national industrial equipment 
reserve (NIER), in GSA custody. To assure the availability of these tools for 
defense use, OCDM approval is required for their disposal or use for nondefense 
purposes. 

Plans are in progress for the substantial enlargement of the NIER over a 
3-year period and for the channeling of many more tools to schools through 
the surplus property donation program of the Department of Health, Education, 
and Welfare. In addition, a pilot operation is being initiated under which a 
complete complement of tools is to be lent from the NIER to a State industrial 
training center. If this experiment proves successful, it is planned to lend 
NIER tools to other similar training centers. 


8. Preallocation of contracts 


Since 1948 the Defense Department has had a production allocation program, 
under which tentative mobilization production schedules for military items 
are planned with specific manufacturers. Approximately 17,000 industrial 
plants have been registered for participation in the program for planned pro- 
duction of a variety of important military items. 

OCDM has also developed a pool order program under which 90 percent of 
general-purpose machine tool producers have contracted with GSA to begin 
production on 15,000 such items on receipt of notice and to provide for full 
production of the machine tools industry for the first 6 months of an emergency. 
Notices will be sent only if the situation clearly indicates a need for the tools. 

Work is being carried on with Business and Defense Services Administration 
and the Department of Defense to study the practicality of using the armed 
services procurement planning officers to assist in planning the use of, or con- 
version of, surviving plants to produce servival items. 


4. Development of substitutes for imported materials 


It is estimated that about $90 million of contracts under Defense Production 
Act borrowing authority has dealt with research and development, including 
approximately $35 million for minerals exploration. The contracts are con- 
cerned, at least in part, with domestic substitutes for imported materials which 
might not be available in wartime. Examples of these are the successful de- 
velopment of large-scale production of castor beans and extra-long-staple cotton, 
and the current efforts to develop synthetic mica. 


5. Development of new domestic sources for essential minerals 


On August 21, 1958, the President signed Public Law 85-701, authorizing and 
directing the Secretary of the Interior to provide a program for discovery of 
additional domestic mineral reserves, to establish and maintain a program of 
minerals exploration by private industry, and to provide Federal financial 
assistance on a participating basis for that purpose. This program, formerly 
the responsibility of the Defense Minerals Exploration Administration, is now 
being carried out by the Office of Minerals Exploration in the Department of 
the Interior. 


6. Expansion of productive capacity 


Expansion of the production component of the mobilization base has been 
encouraged in the past by accelerated amortization for tax purposes, loans and 
loan guarantees, and purchases and commitments to purchase. 

During the past year $95 million in defense expansion were certified, of 
which $58 million of the costs were eligible for accelerated amortization. The 
authority to issue new certificates of necessity will expire on December 31, 
1959. 

One loan guarantee under section 302 of the Defense Production Act was 
made during the past year, in the amount of $850,000. No new authorizations 
were made under the Defense Production Act borrowing authority. Decreased 
demand for strategic materials by industry resulted in larger than expected 
deliveries to the Government in calendar year 1958 under previous contractor- 
option contracts, but since then the trend has been reversed. 
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7. National security investigations of imports 


Section 8 of the Trade Agreements Extension Act of 1958 (Public Law 
85-686) continues the authority formerly in section 7 of the 1955 Extension 
Act, providing a means for determining the extent to which imports may be 
threatening to impair the national security. The OCDM Director is charged 
with investigating allegations that imports of an article are entering the 
United States in such quantities 1nd under such circumstances as to threaten 
to impair the national security and to advise the President if, as a result of 
such investigation, he is of the opinion such a threat to the national security 
exists. 

Through June 30, 1959, applications for investigations under section 8 (Public 
Law 85-686) had been filed with respect to imports of cobalt, tungsten, fluorspar, 
wool knit gloves, crude oil and products, and steam turbine generator sets. 
In addition, the investigations of imports of dental burrs and heavy electrical 
power equipment, which had been started under section 7 of the 1955 Extension 
Act, were carried over to be completed under section 8 (Public Law 85-686). 

On February 27, 1959, the OCDM Director advised the President that imports 
of crude oil and products were threatening to impair the national security. 
Subsequently, the President issued Proclamation No. 3279, dated March 10, 
1959, which placed in effect a mandatory oil import program to be administered 
by the Department of the Interior. This mandatory program superseded the 
voluntary oil import limitation program which had been in effect earlier as a 
result of action taken under section 7 of the 1955 Extension Act. 

On June 12, 1959, the OCDM Director announced his opinion that imports 
of heavy electric power equipment were not threatening to impair the national 
security. However, he indicated his intention to maintain a continuing study of 
hydraulic turbine developments. 

The other pending cases are being studied. 


8. Protection of the national industrial plant 


The national plan states that the Federal Government will contribute to the 
reduction of vulnerability of the national industrial plant through programs for 
physical protection, including dispersal; continuity of management; maintain- 
ing multiple sources of supply for mobilization requirements; and stimulating 
voluntary agreements to provide for combinations or exchanges of resources dur- 
ing emergency. 

Defense Mobilization Order I-19, setting forth the Government’s policy re 
garding industrial dispersion, is still in effect. Since the accelerated amortiza- 
tion program is soon to end, this incentive for dispersion will not be available. 

The continuity of industry program carried out by the Department of Com- 
merce through its industrial defense staff was abolished in 1957 as a result of 
drastic appropriation reductions. The Department of Defense has continued its 
activities in connection with the industries on its key facilities list. OCDM is 
continuing its industrial survival training courses through its Staff College, field 
conferences, and publications. 

In connection with its nonmilitary defense operations research, the Stanford 
Research Institute is assisting in identification of the most critical industries 
in terms of attack damage analysis and ease of substitution or rehabilitation. 


B. PREPARATIONS FOR RESOURCE MOBILIZATION AND MANAGEMENT 


The national plan states that the Federal Government will continuously assess 
the ability of the national economy to meet all mobilization and civil defense 
requirements, and will develop programs for the emergency control of the 
economy. 


1. Supply-requirements studies 


OCDM maintains close liaison with DOD and AKC to keep abreast of chang- 
ing production requirements. A series of national supply-requirements mobiliza- 
tion studies has been made for wars not involving attack on the continental 
United States. OCDM and DOD are developing procedures for introducing at- 
tack considerations in supply-requirements studies. Stated military require- 
ments for both limited and general wars are now so small that the major im- 
pact in future studies is expected to be from stepped-up nonmilitary defense or 
rehabilitation requirements. 
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A more extensive study of our postattack ability to rehabilitate and recon- 
struct the economy after an attack on this country is in its initial stages. Proj- 
ects are now underway to identify the vital industries and industrial processes 
and to obtain information which would be necessary to rebuild such industries 
and aie for their restoration in places that would be less vulnerable to 
attack. 

A study is underway to identify possible Latin American contributions to 
our postattack supplies. 


2. Operating plans 


The two principal Federal emergency operating plans which implement the 
national plan are plan D-minus and plan C. Plan D-minus was revised during 
the year to broaden the planning base by assuming the possible simultaneous 
use of bacteriological and chemical warfare agents with crippling nuclear attack. 
It is to be used as the basis for the further development of operating plans by 
the departments and agencies to meet the situation described in the plan. 

During the year the revision of plan C was also begun. The plan was designed 
to deal with an international situation in which United States forces are en- 
gaged in military combat at sea and overseas. A further revision is being de- 
veloped to cover a range of possible situations extending from a threat not much 
greater than that which exists today to a condition where the possibility of 
general war is deemed to be very great. Such a situation may or may not in- 
clude military combat and will afford far greater flexibility in dealing with 
situations of varying severity. 

The major Federal policies outlined in plan D-minus were modified as required 
and tested in Operation Alert 1959. While the overall Federal emergency plans 
must undergo continuous revision and refinement as the nature of the threat to 
our Nation changes, the results of the test exercise and other studies clearly 
demonstrate the need for the development of Federal emergency plans and 
emergency operating procedures which will assure a substantial degree of 
regional self-sufficiency in the event of an attack. This will receive emphasis in 
the coming year. 


8. Emergency resource management 


The development of a capability to manage resources in an emergency period 
continues to be a primary objective in OCDM. Many aspects of this are yet to be 
worked out and tested, and efforts will continue to be applied to this problem 
during the coming year. 

To assist in the development of this capability, OCDM has established an 
Interagency Emergency Resources Advisory Committee consisting of representa- 
tives of most of the Federal resource agencies. This Committee provides the 
mechanism with which a coordinated resources management capability will be 
built in the Federal establishment. It provides advice and assistance, and 
participates actively in the development of preparedness measures to meet prob- 
able emergency resource management problems. It coordinates Federal agency 
development of these measures and serves to establish in each of the Federal 
resource agencies a uniform basis for achieving national objectives in this field. 

Much remains to be done to achieve an emergency resource management ca- 
pability at the levels where survival actions must be taken initially—the States 
and cities. With few exceptions, States and localities do not have plans for 
earrying out their resource management responsibilities in an emergency, nor 
have they developed the capability required to carry out plans where they exist. 
This deficiency points not only to the need for better understanding of State and 
local responsibilities and national plans, but also for guidance and assistance to 
State and local authorities. 

An essential condition to achievement of a management capability to deal ade- 
quately with resources in an emergency is a clear understanding by Federal, 
State, and local governments of the emergency roles which each must assume. 
For successful execution, the roles of each must in turn be premised on a deter- 
mination to be guided by a common set of plants and policies, and there must 
also be experience at each level in operating pursuant to these plans and policies. 
Having developed the national plan and its annexes, OCDM is currently engaged 
in a major effort to achieve the needed detailed understandings at all levels. As 
Operation Alert 1959 demonstrated, there has been progress in the development 
of a resource management capability at the OCDM regions but, with some excep- 
tions, there has been little more than a start in obtaining such a capability at 
State and local levels. 
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4. Food 


The more than 3,000 county, State, and regional offices of the Department of 

‘ Agriculture have the personnel and potential capabilities for handling postattack 

food management problems and their training is underway. In addition, OCDM 

plans to establish a new Food and Water Office to insure that its leadership role 
is fulfilled. A national food plan (annex 31) is nearing completion. 

Both the distribution of existing food and the production of new food after 
attack would require supplies of transportation, fuel, and power, and the organi- 
zation necessary to handle them. The interdependence of all resources means 
that greater efforts will have to be made by the resource agencies to exchange 
requirements information and make provision for adequate supplies of the 
resources to support food production and distribution. 


5. Manpower 


Manpower programs of OCDM have the following objectives: (1) a manpower 
organization in place and ready; (2) acceptable knowledge of present and fore- 
seeable manpower requirements and supply; and (3) actions to reduce or 
eliminate manpower shortages. 

A national manpower plan, annex No. 30 to the national plan, is now being 
readied for widespread distribution. Following its dissemination, field con- 
ferences will be held to initiate readiness activities among Employment Service, 
Selective Service, and State and local officials. The Department of Labor is 
assigned responsibility for emergency civilian manpower administration and is 
carrying on a training program among its 1,800 affiliated local Hmployment 
Service offices. Continuing work will be required in fiscal year 1960 to coordi- 
nate and integrate State and local plans with the national manpower plan. 

Previous emergency supply requirements analyses of manpower are now out 
of date. There is still a very inadequate understanding about the techniques of 
developing manpower requirements. During fiscal year 1960, emphasis will be 
placed on developing improved data and methods for estimating emergency 
manpower requirements. . 

OCDM and the Department of Labor are conducting a second exploratory 
study of area skills in the Davenport, Iowa, area following an initial study last 
year in Grand Rapids, Mich. These surveys are to determine feasibility of de- 
veloping cadres of skilled workers for civil defense purposes. 

During the past year OCDM stimulated locally sponsored conferences on the 
use of professional, scientific, engineering, and technical skills. Officials of 
professional societies, industrial managers, college deans, and representatives 
of Government agencies met to determine and encourage the adoption of the 
most effective methods of using such skills). OCDM also promoted the forma- 
tion of community groups to find and encourage talented youth to complete their 
education in needed specialties, to improve school curriculums with emphasis on 
science and mathematics, and to induce students to acquire higher education in 
needed skills. 

Under the Defense Production Act and Pxecutive Order 10660, OCDM is 
responsible for the management and policy supervision of the National Defense 
Executive Reserve program. The training of executives for key emergency 
positions in the Federal Government under this program is intended to provide 
the additional top-level manpower needed by the Federal Government to meet 
mobilization requirements. The number of reservists now total approximately 
1,800 in 15 agencies and plans are to increase the number to 2,600. 


6. Fuel and energy 


During the past year, a new Office of Fuel and Energy was created within 
OCDM, with responsibiilty for mobilization planning in the fields of petroleum, 
gas, solid fuels, and electric power, and the dual objectives of increasing capa- 
bility for emergency management of these resources and insuring adequate 
supplies to meet emergency needs. Substantial progress has been made in im- 
proving fuel and energy resources management capability at the regional and 
national levels, but there is very limited knowledge of these resources, much 
less a capability to perform the necessary resource management functions, in 
local and State governments. 

Annex 33 (energy and minerals) is nearing completion. It defines responsi- 
bilities and-organization for control of electric power, oil and gas, and solid- 


fuel industries under conditions of international tension, limited war, and gen- 
eral war. 
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Interagency fuel and energy studies underway include: emergency offshore 
loading facilities for petroleum products; survey of electric power in Alaska; 
and the long-range study of petroleum supply and demand, with emphasis on 
the United States. 


7. Production and materials 


Mobilization planning for production er-phasizes the task of getting the re- 
maining postattack industrial facilities back into operation. The Business and 
Defense Services Administration is developing plans for an emergency produc- 
tion agency and has already recruited about 1,000 Executive reservists. One 
major deficiency at present is the lack of BDSA field organization. Plans will 
be developed for a regional organization which will make use of BDSA and 
OCDM reservists on a coordinated basis. 

The series of national plan annexes being prepared will provide guidance for 
training State and local officials and industrial personnel in the general plans for 
production management under emergency conditions. 

Materials planning contemplates the release of strategic and critical materials 
from the strategic stockpile, for survival purposes after attack, upon request of 
the OCDM regional directors. GSA and the Department of Agriculture will be 
directed to determine the postattack condition and availability of the strategic 
materials in the Government inventory, and the Department of the Interior will 
be directed to assess damage to minerals facilities and appraise surviving pro- 
duction capacity. 

A vital area, in which work is just beginning, is planning for the control of 
eonstruction in an emergency. 


8. Economic stabilization 


Top priority is being placed on development of emergency measures for the 
restoration, continued functioning, and stabilization of our monetary and eco- 
nomic system in the relatively undamaged areas of the country, following 
massive attack. 

In a nuclear attack emergency, initial reliance will be placed on interim sta- 
bilization administration by local and State authorities, instead of by the Fed- 
eral Government. Accordingly, local, State, and regional authorities must be 
provided with preestablished policies and objectives to guide or influence their 
operations until national operations can gradually be made effective. During 
the next 2 years, maximum emphasis will be placed on improving operational 
capability at the regional, State, and local levels. 

A serious deficiency continues to exist as to the Federal capability of creating 
and administering the emergency economic agencies which would be required 
in any mobilization. A general plan for an emergency stabilization organization 
has been developed, but the present relocation site and the staffing arrangements 
are almost wholly inadequate. 

To correct this, a protected site which will greatly increase operational capa- 
bility is now being planned for construction. The Executive Reserve will be 
increased from 12 to approximately 100 persons. The regional civil defense and 
defense mobilization plans now being developed will provide a basis for support- 
ing local and State economic stabilization operations, and Executive reservists 
are being recruited at the regional and State levels of operation. 

Techniques for local rationing are being developed. A seminar to explore 
unprecedented postattack rationing problems and techniques, as they involve 
local and State operations, will be held this fall by the Brookings Institution un- 
der contract with OCDM. In this some connection, a pilot project is to be ini- 
tiated in Sonoma County, Calif., to test the capability of a local area to deal with 
this kind of responsibility. 


9. Telecommunications 


Executive Order 10705, approved April 17, 1957, vests in the OCDM Director 
full responsibility for the direction of U.S. telecommunications upon declaration 
of war or following an attack upon the United States. ‘Emergency telecommuni- 
eation programs and procedures which have been developed include provision for 
the priority use and resumption of vital telecommunication service, as well as 
tentative procedures for claiming essential telecommunication service and related 
resources under a situation in which the United States is attacked. Plans have 
been promulgated for Government use of certain common carrier channels of 
communication to oversea points, and for the use of radio frequencies between 
10 kilocycles and 30,000 megacycles, during emergencies. 
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A machine recordkeeping unit of the Interdepartment Radio Advisory Com- 
mittee has been established at a relocation site and forms the nucleus of an 
advance cadre of an emergency communication agency. The organizational 
structure of this agency has been determined and key personnel are being 
recruited from industry through the Executive Reserve program. 


10. Transportation 


A national transportation plan (annex 34) has been completed, which brings 
together a number of Federal standby measures, including the Civil Reserve air 
fleet program, war air service pattern, Interstate Commerce Commission trans- 
port mobilization orders, plans for emergency utilization of ports, and others. 

Arrangements have been made for the establishment of an emergency transport 
agency to coordinate government and industry transportation activities under 
mobilization. Sponsorship of important segments of the organization is vested 
in the Department of Commerce (Defense Air Transportation Administration, 
Maritime Administration, and Bureau of Public Roads), the Interstate Com- 
merce Commission, and the Civil Aeronautics Board. Orders have been prepared 
which assign transportation planning and readiness functions to these agencies. 

The operational readiness of the transportation agencies is strengthened by 
nearly 300 executive reservists who are being trained for key positions in the 
emergency organization at both the national and field levels. 

Most States and the larger cities of the Nation have transportation and traffic 
plans as part of their overall defense and survival programs. New delineated 
policies and responsibilities in annex 34 will make it possible to bring these 
plans into uniformity and conformance with Federal guidelines. A special 
report on transportation was rendered at the request of the Joint Committee 
on Defense Production on March 31, 1959. 

Work is continuing on programs for the overall analysis of military and civil 
demands upon transportation which was the concern of the House Committee 
of the Armed Forces during recent hearings. Additional active programs inciude 
those of highway regulation under fallout conditions, international shipping 


controls, and procedures for the priority movement of food and other critical 
items. 


11. Wartime censorship 


The major emphasis on censorship planning during fiscal year 1959 was on the 
development of a readiness capability in conformity with the overall plans for 
the executive branch of the Government. In coordination with the Department 
of Defense, consideration is bing given to establishment of a regional organiza- 
tion for wartime censorship similar in concept to that of other executive agencies. 
Current plans call for development of an executive reserve program to support 
such an organization. 


III. SupportTine FuNncrions 
A. RESEARCH AND DEVELOPMENT 


OCDM research is primarily applied research directed toward the practical 
application of science to the problems of civil defense and defense mobilization. 
OCDM obligated $3.3 million for research in fiscal year 1959, and received a $4 
million appropriation for fiscal year 1960. 

In fiscal year 1959 primary emphasis in the research area was placed on 
problems of (1) shelter design, (2) radiological defense, (3) operations research ; 
(4) health, (5) economic, social and other problems and, (6) refinement of 
operational survival plans. During fiscal year 1960, major emphasis will be 
placed on (1) the construction of prototype shelters which is expected to absorb 
approximately $2.5 million of the available funds, (2) continued radiological 
defense research, (3) operations research on broad systems of nonmilitary de- 
fense, (4) shelter habitability and engineering tests, and (5) economic and 
social sciences studies. 


B. TRAINING AND EDUCATION 


The best planning, research, and operational equipment will fall short of pro- 
viding adequate civil and defense mobilization unless people understand what has 
to be done, and are trained to do their part of the job. OCDM carries on extensive 
training and: public information programs to strengthen this vital link in civil 
and defense mobilization preparedness. 
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Three training schools are operated: the Staff College, the Radiological De- 
fense School, and the Eastern Instructor Training Center. A Western Instructor 
Training Center is now being staffed. Emphasis by OCDM on instructor training 
has a multiplier effect in achieving general public training. 

OCDM also has an agreement with the U.S. Office of Education to develop 
a civil defense adult education program by means of contractual arrangements 
with four State departments of education. It will be expanded to additional 
States during fiscal year 1960. This program will involve instructor training 
through traveling teams, and courses for the general public through educational 
television stations, service clubs, etc. 

OCDM’s public education and information program currently emphasizes 
implementing the national policy on shelters, and the self-help aspects of the 
national plan. 

C. FEDERAL ASSISTANCE 


Under the terms of Public Law 85-606, the Federal Government, for the first 
time, is allowed to help pay essential personnel and administrative costs of 
State and local civil defense organizations. This legislative change should make 
it possible to increase Federal! financial assistance to the States in future years 
and to make these funds more effective in contributing to a coordinated na- 
tional preparedness program. To date, however, the Congress has not appro- 
priated any funds to carry out this part of the act. 

Federal matching funds contributed to States, territories, and possessions 
for civil defense programs amounted to 9.2 cents per capita in fiscal year 1959 
as compared with 9.7 cents per capita in 1958. Eligible items include warning 
and voice sound equipment, communications equipment, health and special 
weapons defense equipment, control center construction and equipment, as well 
as training, education, and public information programs. More than 50 per- 
cent of the expenditures in this program was for communications equipment. 

Since 1957, when Congress authorized making Federal surplus property avail- 
able to States for civil defense purposes, surplus equipment originally costing 
more than $83.5 million has been donated for this purpose. Motor vehicles and 
trailers, electrical equipment, firefighting and rescue equipment, construction 
and excavation equipment, communications equipment, tractors, engines, and 
hand tools are items most commonly donated. This program is accelerating 
rapidly, from about $32 million worth of equipment in fiscal year 1958 to $48 
million in fiscal year 1959 and an estimated $65 to $70 million in fiscal year 1960. 


D. TESTS AND EXERCISES 


Operation Alert 1959 consisted of a public civil defense alert exercise in 
April, followed by resource management and operational exercises in May for 
local units, in June for State units, in July for regional offices, and in August 
for the National Government. This made it possible for each echelon to deal 
adequately with the problems it faced, on the basis of a full flow of informa- 
tion from the previous phase. In the past, exercises have been hampered 
because the compressed time proved insufficient to get problems passed up the line 
for decision. 

The exercises for the first time introduced postattack resources management 
problems at the local level. They also were the first exercises based on the 
national plan. The results produeed refinements in emergency plans and. pro- 
cedures of the Federal agencies at all levels, strengthened working relation- 
ships between Federal agencies, effectively identified major postattack prob- 
lems in many areas, laid the groundwork for cooperative emergency action of 
Government officials at all levels, and emphasized State and local responsibili- 
ties for postattack resources management, The operating field units of State 
and Federal agencies participated more fully than in prior exercises, and 
operational planning and readiness were enhanced accordingly, 
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COMMERCE DEPARTMENT 


THE SECRETARY OF COMMERCE, 
Washington, D.C., September 30, 1959. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
U.S. House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: The Department of Commerce report is submitted here- 
with for your use in connection with the ninth annual report of your committee. 

We have recently made an intensive analysis of our present capabilities for 
national emergency action with a view to strengthening our readiness. As one 
result, we have formed and begun the training of a hard-core group of senior and 
middle-level personnel for assignment to special duties in event of emergency. 
We look upon this group as one of the principal means of assuring continuity of 
the most urgent functions of this Department at the national level; for example, 
forecasting of weather and atomic radiation hazards; management of air, sea, 
and highway transportation resources; charting of airways and channels for 
our planes and ships; collecting vital data; assessing the damage to our factories 
and restoring the manufacture and distribution of the weapons and products 
most essential to military support and civilian survival. 

Unfortunately, many of the fundamental steps for advancing preparedness 
have price tags. It is our conclusion that we, among others, have a long way to 
go to become really fortified against the ultimate possibilities in this nuclear 
age. 

Attached are the detailed reports of the organizations of this Department, with 
the exception of the Business and Defense Services Administration, to whose 
representative your staff has indicated approval for an extended due date, and 
whose report will follow shortly. I trust that the information will be helpful 
to your committee in its highly important task. You and the members of your 
Committee and its staff are invited to confer from time to time with our secre- 
tarial officers, bureau heads, and staffs on the matters of our common interest. 

Sincerely yours, 


F. H. MveEtxer, 
Secretary of Commerce. 


Tue SECRETARY OF COMMERCE, 


Washington, October 14, 1959. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
U.S. Congress, Washington, D.C. 


Dear Mr. CHAIRMAN: On September 80, I forwarded to you material for the 
ninth annual report of your committee. 

As mentioned at that time, the report of the Business and Defense Services 
Administration was not included owing to an extended due date approved by 
your staff. This report has now been completed and is transmitted herewith. 

Sincerely yours, 
FP. H. MveErLyer, 


Secretary of Commerce. 
Attachments. 


PART I. MOBILIZATION ACTIVITIES AT THE DEPARTMENTAL LEVEL 


An overall departmental program of mobilization readiness is actively main- 
tained through the Office of the Secretary. On August 11, 1959, the Secretary 
addressed a memorandum to heads and supervisory personnel of all primary 
organizations of the Department, as follows: 

“For more than 5 years the Department of Commerce, as an entity, has been 
eoncerned with and involved in civil defense and defense mobilization matters. 
A few of the Department’s primary organizations have had longstanding and 
continuing mobilization planning functions as a major part of their statutory 
responsibilities. Other organizations have, by redelegation from the Secretary 
of Commerce, been given responsibilities in the field of emergency planning and 
operations. Programs pertaining to training for individual survival and the con- 
tinuity of essential functions have become a responsibility of all organizations 
and offices within the Department. Those nonmilitary defense activities not 

48406—60—8 
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assigned by statute, have been delegated to the departments and agencies of the 
executive branch by the President of the United States through the Director of 
the Office of Civil and Defense Mobilization. 

“T want to reiterate and emphasize that this program has been initiated and is 
now in effect by direction of the President and that he considers it of vital im- 
portance to our national defense. It is incumbent upon all of us, in carrying out 
the President’s directives, to develop an operational capability that will insure 
the continuity of those essential functions of the Department, upon which may 
depend the survival and rehabilitation of our Nation in the event of a nuclear 
attack. 

“The responsibility for the initiation, development, coordination, and testing 
of the civil defense and mobilization plans of the Department as a whole, and of 
its constituent agencies, has been delegated to the Emergency Planning Coordi- 
nator under the direct supervision of the Assistant Secretary for Adminis- 
tration. 

“I wish to assure you that I consider this program as an integral part of the 
Department's operations and vital to the defense preparedness of our Nation in 
this era of continuing threat to our national existence and way of life. 

“It is my desire that the head of each primary organization and office and all 
supervisory personnel give this program their personal direction and support to 
the end that a satisfactory degree of operational readiness will be attained as 
soon as practicable. It is expected that adequate and competent personnel will 
be assigned to this program. Detailed costs should be submitted with your 1961 
budget requests which will be reviewed by the departmental staff to insure that 
appropriate emphasis is placed on this activity.” 

Among the emergency planning activities with which departmental personnel 
are concerned, in addition to the mobilization programs of the constituent agen- 
cies, are the following: 

1. Communications.—The Department of Commerce Communications Corps 
consists of over 100 specially trained persons from the various bureaus, kept in 
readiness for emergency communications assignments. Most of the members 
of this group have regular jobs in fields other than communications but maintain 
their communications skills through training courses and exercises conducted 
throughout the year. The existence of this reserve group insures that the key 
communications facilities at the Department’s relocation sites will be compe- 
tently manned for exercises or in the case of an actual emergency when some 
warning time is available. To provide against a situation of sudden attack, the 
best solution would seem to }* a program of part-time employment of local per- 
sonnel for communications t:rining at the relocation sites, but this degree of 
development has not yet been undertaken. 

2. Relocation.—Two problems relating to the use of relocation sites were de- 
scribed in the Department’s report last year; the lack of protection against 
radioactive fallout, and the lack of a group of qualified personnel already posi- 
tioned at these sites. With the growing awareness of the fallout hazards and the 
prospects of shorter warning time (if there be any warning time at all), the 
need for a revision of relocation plans has become evident. An interim plan has 
just been placed in effect in this Department through the formation of a highly 
qualified alert cadre of key employees selected from the much larger group of 
relocatees. This group will be subject to orders, on short notice, to report for 
duty outside of Washington in the event of increased international tension. 
However, until the Department has a relocation site with adequate shelter 
against fallout, little further progress is likely. Estimates have been made re- 
cently of the cost of such shelter, as the first step in a revised and more realistic 
program. 

3. Civil defense activities—The Department is continuing training in the 
civil defense operational fields of building warden, rescue, first aid, and fire 
fighting. Major emphasis is being placed on the relatively new field of radio- 
logical defense. Approximately 10,000 employees in Washington and the field 
have now. received a special 2-hour indoctrination course as a familiarization 
with radi#tion hazards and this course will continue until all persennel of the 
Department have received it. 

Over a hundred radiological monitoring instructors have been trained and 
these have already trained 2,320 monitors. Many of these monitors are 
assigned to the OCDM fixed station network. Aside from the fixed station 
monitors, a quota has been set for 1 out of 25 personnei to receive monitoring 
trainings. Courses are now underway in this subject. The Department has 
trained 18 radiological defense officers and contemplates further training as 
required to meet an operational state of readiness. 
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4, Transportation.—The Under Secretary for Transportation has the continu- 
ing respansibility, among others, to develop and promulgate in cooperation with 
the Office of Civil and Defense Mobilization, emergency plans of those trans- 
portation agencies which are under his supervision, or under the direction and 
supervision of the Department. The agencies under the supervision of the 
Under Secretary for Transportation are the Bureau of Public Roads, Coast and 
Geodetic Survey, Defense Air Transportation Administration, the Maritime Ad- 
ministration, and the Weather Bureau, and they constitute the largest con- 
centration of agencies having transportation responsibilities in one department 
of the Executive Branch. The St. Lawrence Seaway Development Corporation 
plans must also be geared with those of the Department. The authority for the 
mobilization function in the Department stems from the Organic Act of the De- 
partment of Commerce. 

During Operation Alert 1957 and 1958 the Under Secretary for Transportation 
was appointed as the acting head of an Emergency Transport Agency. The 
functional approach used in 1958, in contrast to the collective operation of the 
individual agencies in 1957, disclosed the organizational benefit of the functional 
approach. However, planning along both lines is necessary since the collective 
operation of individual agencies will be necessary in the event of surprise 
attack. Operation Alert 1959 was under the aegis of the Chairman of the Inter- 
state Commerce Commission. The organizational structure used in Operation 
Alert 1959 contained many of the elements of the 1957 organizational structure. 
No further test of this organizational concept was afforded in 1959 because the 
operation was primarily an evaluation operation. 

5. Planning for production mobilization.—One of the Secretary’s most import- 
ant responsibilities is the planning of the Government's program for emergency 
production. The Business and Defense Services Administration carries out the 
greater part of this planning, with the active cooperation of the Secretary, the 
Assistant Secretary for Domestic Affairs (under whose jurisdiction BDSA is 
assigned), the Assistant Secretary for Administration, and the departmental 
staff offices. 

A matter presently of concern to the Department is the development of greater 
capability for regional management of emergency production. There is now 
greater recognition of the need for full-time Federal personnel at the regional 
level who can prepare the way for, and act as a link with, the strong executive 
reserve group in the production area. 

6. Emergency service activities.—In addition to mobilization activities under 
the Defense Production Act, a number of other programs and services having 
a bearing on mobilization readiness are carried out by the agencies of this Depart- 
ment. These were reported in detail last year and the major activities of this 
kind are included in this report. 

In that the Department is particularly interested in all plans of its agencies 
that relate to a transition from a peacetime to an emergency situation, there is 
concern that little progress can be reported in the planning by the various agen- 
cies for the emergency reassignment of their nonrelocatee personnel to other Bu- 
reaus of the Department, or to specific civil defense activities outside their 
respective Bureaus. Because of the magnitude of such a program, ineluding 
possibly the reserve training of individuals in the duties of their prospective 
emergency reassignments, it seems unlikely that measurable progress can be 
made without a strong centralized Government-wide program for this purpose. 


PART II. MOBILIZATION ACTIVITIES OF INDIVIDUAL AGENCIES OF THE 
DEPARTMENT OF COMMERCE 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


The Defense Air Transportation Administration conducts the following 
mobilization functions: 
(a) ‘Civil Reserve Air Fleet 
(b) National Emergency Defense Airlift 
(c) Coadministers air priority system 
(d@) War air service program 
(e) Administers aviation war risk insurance program 


(f) North Atlantic Treaty Organization (NATO) Civil Aviation Planning 
Committee 
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Authority 


These functions are authorized by the Defense Production Act of 1950 as 
amended, Executive Orders 10219 and 10480 and Departmental Orders 137 and 
139. 

These programs may be summarized as follows: 

Civil Reserve Air Fleet (CRAF).—DATA allocates from the civil air carrier 
fleet sufficient aircraft to meet needs for military airlift as outlined in require 
ments supplied by the Joint Chiefs of Staff. 

DATA makes these allocations from among the four-engine aircraft suitable 
for international operations and modified to military specifications for avail- 
ability as soon as possible, but not later than 48 hours following an emergency. 
DATA participates with the Military Air Transport Service (MATS) and air- 
line personnel in the functioning of Operations Boards established in the 
Atlantic and Pacific Areas to direct the operations of the aircraft allocated by 
DATA to the Civil Reserve Air Fleet. DATA, together with the Department 
of Defense and industry representatives has prepared a Civil Reserve Air 
Fleet contract which provides for reimbursement of civilian air carriers for their 
participation in CRAF and establishes manpower requirements to be met by the 
participating air carriers. DATA maintains a standing inventory of the avail- 
able civil air carrier aircraft. DATA reallocates from time to time, in order 
to meet revised military requirements developed by the JCS and as new and 
more modern equipment is acquired by the air carrier industry. 

National emergency defense airlift (NEDA).—The National Emergency De- 
fense Airlift (NEDA) is a plan, developed by DATA, for the utilization of the 
more than 800 business and privately owned multiengined aircraft in the 12,500- 
pound class and over. This plan provides for the use of these aircraft on a 
voluntary basis for emergency airlift in support of civil defense and other essen- 
tial needs in the initial stages of a national emergency. 

Air priority system.—By written agreement between the Secretaries of Com- 
merce and Defense, a system for establishing priorities for traffic on U.S. non- 
tactical military and civil transport aireraft is to be administered jointly by 
DOD and the Department of Commerce. An Air Priorities Board will consist 
of the Administrator, DATA, and a DOD representative, with the Director ap- 
pointed by DOD. 

War air service program.—Under Executive Order 10219 the Secretary of 
Commerce is given overall responsibility for mobilization and use of civil avia- 
tion in time of war. Under this authority, the Secretary of Commerce has 
delegated to the Chairman of the Civil Aeronautics Board the responsibility 
for planning routes and the distribution and redistribution of civil aircraft 
among the civil air carriers after military allocations by DATA. This dele 
gation (Department Order 189) provides that the Chairman shall act only 
after consultation with the Administrator of DATA. The Chairman of the 
Civil Aeronautics Board is made the action agent and DATA the coordinating 
agency to assure the most effective utilization of the War Air Service Program. 

Aviation war risk insurance——Title XIII of the Federal Aviation Act author- 
izes the Secretary of Commerce to provide aviation war risk insurance if such 
insurance is not obtainable under reasonable terms and conditions from a com- 
pany authorized to do business in a State of the United States. The Secretary 
has made a finding that such insurance is not available and delegated the re- 
sponsibility under the act to the Defense Air Transportation Administartion. 

North Atlantic Treaty Organization (NATO) planning.—The Administrator 
of DATA serves as Chairman of the United States Delegation to the Civil Avia- 
tion Planning Committee (CAPC) of the North Atlantic Treaty Organization 
(NATO). A DATA staff member is the United States representative on the 
Planning and Logistics Group of CAPC. 

The need for the Defense Air Transportation Administration,.and the major 
problems facing it can best be illustrated by describing briefly the present size 
of the CRAF fleet and the role it fills in defense. The present, fiscal 1960, CRAF 
fleet consists of 244 aircraft. Of these 18. are Boeing 707 jets, 44 DC7 and 
DC7C’s aircraft, 44 DC6A’s, 35 L1049H’s, 21 L1649A’s, and 82 DC4’s. This com- 
pares with a total MATS fleet of about 400 aircraft with a lift capability of the 
two fleets being approximately equal. 

At the present time jet aircraft are being acquired by the airlines at the rate 
of approximately two a month. Since the lift capability of one Boeing 707 
exceeds that of six DC6’s, the impact of these acquisitions on the airlift capabil- 
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ity of the United States is of major proportions. In the past DATA has allocated 
aircraft on an annual basis. Because of rapidly changing aircraft inventory, in- 
formal requests by DOD have been made that the allocation be made more 
often. 


BUREAU OF PuBLIC Roaps 


1. Mobilization programs conducted by your Department 


Integration of the needs of national defense with the national highway pro- 
gram, continuity of the Bureau of Public Roads and the State highway de- 
partments in event of emergency including organization and procedures to enable 
the effective performance of assigned wartime missions. 

The Bureau of Public Roads is the agency which discharges Federal re- 
sponsibilities for highway construction, preservation, and operation (and regu- 
lation when authorized), including preparation for the continuity of these func- 
tions in the event of emergency. In an emergency it has the dual responsi- 
bility, either directly, through the respective State highway organizations, or 
otherwise, to maintain in operable condition the entire available highway net- 
work of the Nation and routes of strategic importance elsewhere (and to regu- 
late highway traffic as necessary and when authorized to expedite the movement 
of essential civilian and military traffic). These responsibilities may likewise be 
exercised in areas under military jurisdiction upon agreement between the mili- 
tary commander and the Bureau of Public Roads. 

More specifically, the Bureau has been given to understand by the Office of 
Civil Defense Mobilization that the Bureau of Public Roads is responsible for 
(a) Development of plans for a national program, in cooperation with all local, 
State, and Federal Government units or other agencies concerned, for technical 
guidance to States and direction of Federal activities relating to the following 
functions: 

(1) Utilization.—Develop plans for the utilization of highways and streets 
under conditions of enemy attack, including all necessary provisions to safeguard 
and facilitate public highway travel. 

(2) Restoration.—Develop plans for the most effective utilization of the Na- 
tion’s highway engineering and construction resources for, and direct Federal 
activities concerning the emergency repair, restoration, and provision of high- 
ways, roads, streets, bridges, and tunnels. 

(3) Traffic control.—Develop plans concerning highway traffic control prob- 
lems which may be created during a civil defense emergency. 

(4) Fallout hazards—Develop plans for barricading and/or marking streets 
and highways, leading into or out of restricted fallout areas, for the protection 
of the public by external containment of traffic through hazardous areas. 

(5) Defense requirements.—Determine and evaluate, with the cooperation 
of the States, counties and cities, the needs for highway adaptions to meet 
emergency requirements and assist in developing cooperative programs to meet 
such needs. 

(6) Claimancy.—Act as claimant for manpower, equipment, materials and 
supplies for all programs for public highway construction and maintenance, in- 
cluding urban streets regardless of financing. 


2. The authority from which your department derives its powers for such 
programs 
The Federal Highway Act of 1921 and subsequent highway legislation now 
codified and enacted into positive law as title 23, United States Code; Executive 
Orders 10219, 10346, 10480; Defense Mobilization Orders 1-8, 6-2, 7-5; delega- 
tions from the Office of Civil and Defense Mobilization, which delegations are 
currently under review and revision (see supra). 


8. A summary of each program 


(1) Administration of National System of Interstate and Defense Highways 
and other Federal-aid highway programs including appropriate treatment of 
national defense aspects. 

(2) Administration of the defense access, replacement and maneuver road 
program to meet special highway needs of defense agencies beyond those which 
can be met by normal highway programs. 

(3) Administration of foreign highway programs. 

(4) Construction of highways in the Federal domain. 

(5) Research activities in the highway field, including those having special 
defense significance. 
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(6) Direction and coordination of State highway departments’ efforts to attain 
a state of readiness to meet an emergency. 

(7) Administration of authorized programs of stockpiling of highway con- 
struction and maintenance materials, equipment, and supplies. 

(8) Exercise of Federal leadership for cooperative action by highway agen- 
cies in effecting restoration and reconstruction of damaged highway facilities in 
a national emergency. 

(9) Stimulation of adequate planning and development of operating capabili- 
ties by all highway agencies to meet emergencies, including those activities 
necessary for survival and functioning of State highway departments and their 
personnel. 

(10) Preparation of plans and procedures for the administration of alloca- 
tions and priorities functions applicable to highway construction and mainte- 
nance materials, equipment and supplies, including for all highway agencies at 
all levels of government, the claimancy function and the function of establishing 
priorities within highway allocations. 

(11) Cooperation with the Office of Civil and Defense Mobilization, DOD, and 
other Federal agencies on special programs, such as the development of proto- 
type shelters for the protection of the traveling public on highways at the time 
of enemy attack. 

(12) Provision for continuity of essential functions under emergency condi- 
tions. 

(13) Development of plans and procedures for the preparation when author- 
ized of an inventory of essential motor vehicles. 

(14) Development of plans and procedures for the regulation, when author- 
ized, of traffic over highways and allocation of road space to essential users 
when such road space is restricted by radioactive fallout or otherwise damaged 
by enemy attack. 

(15) Cooperation with State highway departments and the Office of Civil and 
Defense Mobilization in effecting temporary repair and emergency replacement 
of highways and highway facilities damaged as the result of a major natural 
disaster. 


4. A summary of the effectiveness of the programs 


The total program developed by the Bureau to meet the exigencies of enemy 
attack would be fully effective in minimizing the effect of such an attack on 
the Nation’s highway system when this program shall have been developed to 


a point where all agencies (Federal and State) are fully in a position to im- 
plement it. 


5, A statement of the current need for this program 


The Bureau does not undertake to appraise the international situation. It 
is believed, however, that competent authorities within the Government consider 
that this situation is such as to emphasize the continuing need for the programs. 


6. A summary of the programs as related to small business 


In the vast majority of highway programs, the actual contracts for construc 
tion are awarded by the States to which Federal funds have been allocated. 
In the awarding of these contracts, the interests of small business are given 
appropriate consideration. 


7. Maior problems which now confront your department in carrying out mobiliza- 
tion programs 

In time of war or grave national emergency, the long-standing cooperative 
relationship between the Bureau of Public Roads and the State highway depart- 
ments must be continued and strengthened. Any disturbance of this relationship 
would make it impossible for the Bureau to accomplish the wartime duties 
assigned to it. The uncoordinated planning developed in some of the States 
ignores the need for this continued relationship in time of war and may result 
in creation of intervening wartime authorities which would disturb or even 
render wholly ineffective this fundamental relationship. It is, accordingly, of 
the greatest importance to insure that plans developed by the Bureau of Public 
Roads in concert with the State highway departments, and approved as being in 
consonance with the national plan, are not nullified, vitiated or ignored by such 
wartime authorities. 

Another problem is that guidance is lacking for the establishment of transpor- 
tation agencies, particularly at local level, to allocate available transportation 
to claimants and users having highest priority need. The Bureau of Public 
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Roads, the State highway departments, and the State police are limited in 
developing operational readiness in the field of traffic regulation until plans are 
completed at local level to integrate activities of the nonexistent transportation 
agencies. 


8. Changes in mobilization planning and readiness measures to meet future 
emergencies 

Last year, the Bureau reported that “it cannot report any meaningful accom- 
plishments in this field until it is in a position to make provision for the pro- 
tection of its personnel. The development and elaborate documentation of 
mobilization plans, when we cannot be even reasonably sure that key personnel 
will remain alive to give effect to them, appear quite futile. Until adequately 
protected offices are established, no real achievement with respect to the con- 
tinuity of its function can be reported.” 

The Bureau is seeking authority to proceed with plans and specifications 
for such buildings for its regional offices. 


9. Progress achieved in the continuity of production, and dispersal of industry 


The continuity of production and dispersal of industry are not direct responsi- 
bilities of the Bureau of Public Roads. However, as reported last year, highway 
transportation contributes in an important way to the Nation’s chance for 
survival by facilitating the dispersal of industry and population. Industry is 
being attracted to new areas being made increasingly accessible by the National 
System of Interstate and Defense Highways, to which new and dispersed sites it 
can now draw workers from greater distances because of the greater ease of 
travel over the new highways. Industry, becoming so located along the Inter- 
state System, is developing a pattern of dispersal which creates a more difficult 
and less remunerative target for attacks from the air. 


10. Summary of any standby programs for any future emergency 


See above for all programs related to the possibility of enemy attack. Emer- 
gencies of other types, e.g., financial, economic, will be evaluated and recom- 
mendations presented to the Congress as they arise. 


11. Changes in organization during the past year 
None. 
12. Future objectives 


The objective of the Bureau is to achieve plans of sufficient flexibility to tbe 
applicable to a post-attack situation whatever it may be, a satisfactory degree 
of readiness on the part of its own organization and of the State highway depart- 
ments to meet a postattack situation on the basis of such plans, and a level of 
awareness of such plans on the part of others who may be concerned, to the 
end that the plans will not be rendered ineffective by uninformed interference. 


18. Availability of funds for defense needs 


Funds presently authorized and appropriated are not adequate to enable 
the Bureau to achieve a satisfactory level of readiness for itself or for the State 
highway departments. 


14. A description of the manner in which your mobilization programs fit into a 
defense plan, and the objectives to be achieved 


The mobilization planning of the Bureau of Public Roads is fully coordinated 
with broad defense plans of the Department of Defense, and the Office of Civil 
and Defense Mobilization. 

The objective of the Bureau is to plan for maximum utilization of facilities 
available to it and to the State highway departments for the greatest possible 
utilization of highways for the movement of essential traffic. 


15. Such other information as may appear pertinent in summarizing your 
mobilization activities for the past year 


The Bureau considers that it is of particular significance to emphasize its 
effort during the past year to develop a greater degree of understanding, on 
the part of State highway departments, in its plans and programs to meet a 
grave national emergency. Under the guidance of the Bureau, nearly all of the 
State highway departments participated actively in Operation Alerts 1958 and 
1959, following guidelines developed by the Bureau specifically applicable to 
the problems in the highway field which can reasonably be expected to eventuate. 
Further, meetings have been held throughout the country, attended by personnel 
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of the Bureau and representatives of the highway departments of each of the 
50 States and Puerto Rico, for the detailed explanation and discussion of 
mobilization plans. These discussions were quite helpful in developing a far 
greater degree of awareness on the part of all concerned regarding the kinds 
of problems with which they would be faced. 


FeprrRaAL MARITIME BOARD-MARITIME ADMINISTRATION—REPORT OF MOBILIZATION 
Acrivittves, Sept. 1, 1958—Ave. 31, 1959 


International mobilization activities 


The 11th meeting of the Planning Board for Ocean Shipping (PBOS) of the 
North Atlantic Treaty Organization (NATO) was held in London on April 
20, 1959. The Maritime Administrator, as the U.S. representative on the 
Planning Board for Ocean Shipping attended this meeting, together with 
members of the staff of the Maritime Administration and the Department of 
the Navy. 

The Board, in close cooperation with the NATO naval authorities, plans for 
the mobilization, control and protection of merchant shipping in order to render 
it effectively and readily available to meet the needs, both military and civil, 
in the event of war. 

Authority: North Atlantic Treaty Organization. 


Priorities and allocations program 


As a claimant agency for ship construction (ocean-going), the Maritime 
Administration processed priorities and allocation actions under redelegation 
from the Department of Defense covering four ships essential for defense 
purposes during the year. The priorities and allocations were handled under 
the regulations of the Defense Materials System. 

Authority: Defense Production Act of 1950, Public Law 774, 8ist Congress; 
the Merchant Marine Act, 1936, as amended ; Executive Order 10480, as amended ; 
Executive Defense Mobilization Order VII-7, dated March 6, 1957. 


Shipbuilding programs 


Under the broad authority of the Defense Production Act and the specific 
legislation indicated below, the shipbuilding program of the Maritime Admin- 
istration, during the reporting period, consisted of the following projects: 

1, Completed two P2-S2-9a and one P2-S2-lla passenger cargo ships 
and completed conversion of two passenger ships for American Export 
Lines and four cargo ships for American President Lines, all constructed 
under construction-differential subsidy contracts with allowance for national 
defense features, title V of the Merchant Marine Act, 1936, as amended. 

2. Continued construction of a prototype tanker (T5-S-RM2a), Public 
Law 121, 84th Congress, 1st session. 

8. Contracts for construction of 17 cargo vessels and conversion of 6 
cargo vessels and 2 passenger-cargo vessels were awarded under title V, 
Merchant Marine Act, 1936, as amended. 

4. Continued construction of a nuclear-powered passenger-cargo vessel 
and awarded a contract for corstruction of a special service barge for the 
NS Savannah—Public Law 848, 84th Congress, 2d session. 

5. Continued construction of a hydrographic surveying ship for the Coast 
and Geodetic Survey, Department of Commerce, awarded under Public Law 
85-115, 85th Congress, 1st session. 

6. During the reporting period, construction and conversion was com- 
pleted on 51 private merchant vessels totaling 1,641,110 deadweight tons, 
38 of which are under American flag and 13 totaling 639,650 deadweight 
tons under friendly foreign flags. 

The Maritime Administration continued to survey the existing privately 
owned shipyards capable of merchantship construction, in order to keep current 
records of their capabilities, including facilities and skilled personnel to handle 
planned programs. 

A new basis for mobilization planning was outlined by the MarAd-Navy 
Planning Group Report No. 6, May 1, 1959, after many months of study. The 
new basis assumes that an emergency must be met by the then active fleet plus 
activation of ships from the reserve fleet and replacement of losses within the 
capability of surviving facilities. Based on this concept, emphasis is placed 
on upgrading the active fleet and on upgrading ship construction and repair 
facilities to handle ships of larger dimensions, weights, and advanced technology. 
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Authority : Defense Production Act of 1950, as amended, Public Law 774, 
8ist Congress; Merchant Marine Act, 1936, as amended; Defense Mobiliza- 
tion Order VII-—7, March 7, 1957; Executive Order 10480, as amended. 

Studies to determine the requirements for shipyard labor and shipways to 
earry out current and anticipated programs in the required time were made and 
used as guidance by the Federal Maritime Board in making determinations of 
contract awards of subsidy replacement ships to strategic geographic areas 
according to their need to maintain the industry in a healthy condition. 

Authority: Public Law 805, 84th Congress, amending section 502(f), 
Merchant Marine Act, 1936, as amended. 


Maintenance of reserve shipyards 


The Maritime Administration has maintained on a stand-by basis four reserve 
shipyards located at Wilmington, N.C., Richmond, Calif., Alameda, Calif., and 
Vancouver, Wash., for reactivation in the event of mobilization. Based pri- 
marily on recommendations of the Department of Defense, the yards at Alameda 
and Vancouver have been declared as excess. The two yards being retained 
require constant maintenance to keep the structures in a state of readiness. To 
assist in the maintenance of these facilities, the Administration has leased a 
major portion of the Richmond, Calif., yard to commercial interests and a large 
portion of the Wilmington, N.C., yard is occupied by the North Carolina State 
Ports Authority. All leases provide for the maintenance of the property by the 
lessee. In addition, the Maritime Administration has continued to make avail- 
able (on 30-day cancellation permits) to national defense contractors critical 
machine tools and metal working equipment from the reserve shipyards. 

Authority : Defense Production Act of 1950, Public Law 774, 81st Congress: 
Executive Order 10480, as amended ; Department of Commerce Order No. 128 
(amended), dated November 1, 1958. 


Operation of warehouses 


The Maritime Administration operates five warehouses in which are stored 
supplies and equipment required for the activation of ships from the national 
defense reserve fleets in the event of mobilization, as well as for current and 


future ship construction, repair, and operation programs. Examples of emer- 
gency and defense programs during which the emergency reserve stock in these 
warehouses came into play are the Korean war and the DEW line program, 
both of which involved withdrawal, repair, and outfitting of reserve fleet ships. 
Authority: Merchant Marine Act, 1920, as amended; Merchant Marine 

Act, 1936, as amended. 


Industrial readiness planning program 


The Maritime Administration is engaged in an interagency project identified 
as the industrial readiness planning program. The intent of this program is to 
inform private industry as to the probable demands of Government in the event 
of a general war in which the mobilization base would be damaged extensively 
and also the probable demands in a limited war where time and events would 
not preclude emergency preparations. The policies and general procedures of 
this program were promulgated by the Assistant Secretary of Defense for Supply 
and Logistics on July 14, 1959. Prior to this date, similar activity was con- 
ducted under the identity of interagency industrial procurement allocation 
program. The Department of Defense and the Maritime Administration are 
cooperating in this program to assure that the industrial strength of the Nation 
will be capable of meeting both the military and the military supporting require- 
ments in a national emergency. The program is intended to alleviate to a 
maximum extent conflicting demands upon the same manufacturer by the armed 
services and the Maritime Administration. 

Approximately 22,000 privately owned plants and factories are participating 
in the readiness program; about 1,100 together with 13 shipyards are planning 
with the Maritime Administration for the emergency repair, activation, and 
production of ships, supplies and equipment required by the U.S. merchant fleet 
in the event: of war. 

Authoriiy: Executive Order 10480; Executive Order 10219 as modified by 
Executive Order 10480; Defense Mobilization Order VII-7. 


Ship operations programs 


Navy merchant ship communications—The Maritime Administration entered 
into contracts with the Mackay Radio and Telegraph Co. and the RCA Service 
Co. for installation of necessary radion crystals aboard all presently operating 
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merchant vessels. This installation was necessary in order to provide com- 
munication on those frequencies required by the Department of the Navy in con- 
junction with its emergency plans for merchant vessels, As of June 30, 1959, 730 
ships had been serviced, representing 63 percent completion of the program. 
Merchant ship radiological defense.—The Maritime Administration continued 
its program to prepare merchant marine crews to defend themselves and their 
ships, cargoes, passengers and food supplies against radiological hazards. The 
Administration arranged with the Office of Civil and Defense Mobilization to 
provide monitoring equipment to crews of Government and privately owned 
merchant ships whose crews have been trained under programs sponsored by 
the Maritime Administration. The training program covering defense against 
radiological hazards, damage control, and fire-fighting continues to be well 
attended at the schools conducted in New York, San Francisco and New Orleans. 
Authority : Executive Order 10219; Executive Order 10480, as amended; 
Defense Production Act of 1950, as amended, Public Law 774, 8ist Congress ; 
Merchant Marine Act, 1936, as amended. 


National defense reserve fleet 


The Maritime Administration maintains the National Defense Reserve Fleet, 
as authorized under the Merchant Ship Sales Act of 1946. as amended. It is 
composed of some 2,000 ocean-going merchant ships moored in eight fleet sites 
strategically located on the three coasts of the United States. These ships are 
in a preserved state and an annual program is conducted to maintain the ships 
in a sound condition. 

The purpose of the National Defense Reserve Fleet is to assure the availability 
of ocean shipping capability required to support military operations and civilian 
requirements of the United States in time of war or other national emergency 
short thereof, such as the Suez and Lebanon crises. 

Early this year, a joint committee of Defense and Commerce Department 
(MarAd) representatives completed a study of emergency ocean lift requirements 
which resulted in a determination that only 922 of the reserve fleet ships will be 
required in a national emergency. Steps are being taken for disposal of the 
unrequired ships, mostly Liberty ships, through sale for scrap purposes. 

During the current fiscal year (1960), sufficient funds were provided to accom- 
plish only half of the preservation work required to maintain the 922 priority 
ships in sound condition. If appropriations are continued at this level over an 
extended period, the integrity of the ships may suffer and their usefulness as an 
emergency reserve impaired. 

Authority : Merchant Ship Sales Act of 1946, as amended. 


War risk insurance program 


The Maritime Administration administers the war risk insurance program 
authorized under title XII of the Merchant Marine Act, 1936, as amended. This 
program is designed to provide war risk insurance adequate to the needs of the 
water-borne commerce of the United States, including vessels, cargoes, loss of 
life and injury of crew members and other persons, and personal effects of 
crews, when such insurance cannot be obtained on reasonable terms and condi- 
tions from the commercial market. 

Under this program, 4,289 interim war risk insurance binders were issued 
through June 30, 1959. This insurance covers the period between the time that 
commercial insurance, subject to a 48-hour cancellation clause in the event of an 
outbreak of war is automatically terminated by operation of such clause, and 
the time that a full wartime insurance program is placed in effect. 

In addition to the above, war risk builders’ risk insurance covering the pre- 
launching period on new construction is administered directly by the Maritime 
Administration as this coverage is not available in the commercial market. As 
of June 30, 1959, 72 policies had been issued. Cargo war risk insurance is pres- 
ently commercially written; however, a stand-by program is in effect through 
oe agreements made with cargo underwriting agents, 21 of which remain 

n effect. 

The current need of the program is indicated above and is considered necessary 
to avoid disrupting or impeding the continued operation of vessels and is deemed 
to be in the interest of the national defense and the national economy of the 
United States. The Maritime Administration has presently under consideration 
the alternative of writing war risk insurance or amending the war risk binders 
as the commercial marine insurance market has indicated its reluctance to 
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continue writing war risk insurance for any period subsequent to the outbreak 
of war. 
Authority: Public Law 763, 8ist Congress; title XII, Merchant Marine 
Act of 1986, as amended. 


Ports and port facilities 


The Maritime Administration, by delegations of authority from the Interstate 
Commerce Commission and the Office of Civil and Defense Mobilization, is re- 
sponsible for mobilization planning activities relating to port systems and facil- 
ities in the United States, its territories and possessions. These activities involve 
the following programs: 

1. Port inwentory and capacity.—This program involves current maintenance 
of an inventory of U.S. ports and port facilities and estimates of port “through- 
put” capacities. Includes piers of all types, i.e.: general cargo, petroleum, coal, 
ore, grain, general bulk; capacities of ports shown in three categories—current, 
stepped-up, and maximum potential; facilities shown in increments of from 350- 
foot berth lengths with 20-feet depth of water alongside to berths 500 feet and 
over and depths of 30 feet and over. 

2. Nuclear bomb damage dssessment—ports.—As a part of the program of the 
national damage assessment center, the Maritime Administration maintains nu- 
clear damage assessment data on facilities at U.S. sea and Great Lakes ports 
and on inland waterway navigation locks and dams. The data include the loca- 
tion, capacity, structure, and vulnerability characteristics of such facilities, ab- 
stracted to punch cards. 

3. Port defense mobilization planning.—This activity involves plans and pro- 
grams for determining requirements to be imposed upon port systems and facili- 
ties; port expansion goals, programs, and financial incentives; adequate port 
mobilization base; port supply and requirements; operation and security of port 
systems and facilities under partial and full mobilization and attack and post- 
attack conditions; use of alternate ports; and restoration of ports in post-attack 
phase. Approximately 100 U.S. port communities are currently engaged or or- 
ganizing to engage in preparedness planning for emergency port operations using 
as a common guide a Maritime Administration publication entitled “Current 
Planning for Operation of U.S. Seaports Under Emergency Conditions.” 

4. Emergency port utilization and control.—This activity involves the prepara- 
tion of plans and programs for the emergency utilization and control of port 
systems and facilities including the Federal control organization; the control 
functions to be exercised ; and the emergency actions to be taken in preattack and 
postattack situations. 

The Maritime Administration has drafted an official Manual for the Emer- 
gency Utilization and Control of U.S. Ports. This manual, to which will be 
attached ultimately copies of proposed public orders and other necessary im- 
plementing documents, has been approved by OCDM; is awaiting final formal 
concurrence by the Department of Defense; and is referred to in Annex 34— 
National Transportation Plan of the National Plan for Civil Defense and De- 
fense Mobilization. 

Major problems confronting the port planning activities include the following: 

Delay in obtaining a clear-cut inclusive delegation of authority to conduct 
these programs. 

Funds to update and obtain necessary additional field data for the inventory 
of port facilities and estimate of port “throughput” capacities as well as for 
the national damage assessment program. 

A requirement of minimum additional staff personnel to assist in all phases of 
port mobilization planning. 

Delay to date of the Department of Defense in: providing requested informa- 
tion on emergency period military shipping requirements on ports; obtaining 
preallocation of ports and port facilities for extended exclusive military use, and 
advising on intended military utilization of ports of varying sizes and types 
under emergency conditions. 

Authority: Defense Production Act of 1950, as amended; Executive Order 


10480, as amended ; and Interstate Commerce Commission Delegation TM-—1, 
effective April 12, 1957. 


Maritime training 


The Maritime Administration operates the U.S. Merchant Marine Academy, 
Kings Point, N.Y., for the purpose of training U.S. citizens to become licensed 
officers in the U.S. merchant marine. During the year, this Academy had an 
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average enrollment of about 900 cadets, of whom about 200 were assigned to 
serve a year in merchant ships at sea. The Academy is capable of being ex- 
panded to quarter and provide training for up to 2,400 men, in the event of 
mobilization. : 

The Maritime Administration also administers a grant-in-aid program for 
State maritime academies, located in the States of Maine, Massachusetts, New 
York, and California. These schools had an average total enrollment of about 
950 cadets. 

The Federal and State Maritime Academies are currently graduating about 400 
men per year. Graduates are licensed as third mates or third assistant en- 
gineers of oceangoing merchant ships and, under arrangements with the De- 
partment of the Navy, may be commissioned as ensigns in the U.S. Naval Re 
serve. 

Authority: Merchant Marine Act, 1936, as amended; Public Law 415, 84th 
Congress; and Public Law 85-672, 85th Congress. 


Emergency preparedness program 


Significant actions taken during the reporting period to improve this agency’s 
emergency preparedness include the following: 

1. Operation Alert 1959.—The Maritime Administration participated with 
other Government agencies in the relocation exercise OPAL 1959, pursuant to 
directives of the Office of Civil and Defense Mobilization. This exercise served 
to test existing emergency plans and procedures, and to identify problems which 
would be encountered in operating from a relocation site under attack con- 
ditions. 

2. Interim Assembly Alert Cadre.—Personnel of the Martime Administration’s 
Departmental Office participated in the Department of Commerce Interim As- 
sembly Alert Cadre program. This program is designed to provide evacuation 
of a limited number of top policy officials of the various primary units of the 
Department in the event of a strategic alert. The participants took part 
in an orientation program, which included OCDM planning and Department of 
Commerce emergency planning; and functions at the OCDM relocation site. 

8. Hmergency action manuals.—There were developed emergency action 
manuals covering all activities required in the event of enemy attack and for 
mobilization in the field offices of the Administration’s Pacific and Gulf Coast 
districts. 


National Defense Executive Reserve 


Pursuant to Executive Order 10660, a complement of National Defense Ex- 
ecutive Reservists has been selected to serve with the Maritime Administration 
in key civilian positions during periods of emergency. These reservists have 
been selected, primarily, from various segments of the shipping industry. 

During the past year, the Administration’s complement for the Executive 
Reserve was increased from 123 to 8309. We now have 84 designated reservists ; 
have 80 in process of designation; and are continuing to recruit for the re- 
maining 145 vacancies. 


Summary of the programs as related to small business 


With the probable effects of a nuclear attack in mind, the role of small busi- 
ness aS a means to recovery has become most important. Many plans for pro- 
duction of marine materials and equipment are being made with the small 
factories, foundries and machine shops located in areas where bomb damage 
is deemed less probable. 

Due to the nature of the work, small business is generally employed in 
accomplishing the maintenance work on Maritime Administration facilities, 
where such work cannot be performed by our own personnel. 

Construction of ocean-going ships is beyond the capabilities of small business. 
However, subcontracting provides opportunity for participation by small busi- 
ness firms. 


Changes im mobilization planning and readiness measures to meet future 
emergencies 
The most significant changes are those referred to in the foregoing summariza- 
tion of activities under our National Defense Reserve Fleet and our ship- 
building programs. To reiterate briefly these policy changes are with respect 
to the reduced military requirement for ships in the Reserve Fleets, namely, 
the Liberty ships, and the concept that an emergency must be met with the 
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ships of the active merchant fleet plus the priority reserve which alters ship 
construction mobilization requirements and gives greater emphasis to upgrad- 
ing the peacetime merchant fleet, ship construction, ship repair and terminal 
facilities. 


Summary of standby programs 

With few exceptions, all Martime Administration activities covered in this 
report are, wholly or in part, in the nature of standby programs, These pro- 
grams are designed to be implemented or expanded in the event of mobilization 
to meet the national defense requirements for merchant shipping. The major 
exception in this regard is, obviously, the ship construction program. 


Manner in which mobilization programs fit into defense plan and objectives to 
be achieved 


It is the declared policy of the United States, as set forth in the Merchant 
Marine Act, 1936, as amended, and the Merchant Ship Sales Act of 1946, as 
amended, to foster the development and maintenance of an adequate and well- 
balanced merchant marine, in the interest of national defense as well as its 
foreign and domestic commerce, The need for such a merchant marine for 
national defense purposes has been demonstrated in the past and was reaffirmed 
by the National Security Council, during the past year, under current strategic 
and logistic concepts of war. 

In line wtih the above objectives, the mobilization programs of the Maritime 
Administration are developed in close liaison with the Department of Defense 
and its several components, as well as the Office of Civil and Defense Mobiliza- 
tion, and, at the international level, with the NATO naval authorities. This is 
necessary in order to assure that the mobilization plans of the Martime Ad- 
ministration will be in harmony with national and international plans for the 
naval control of shipping and be keyed to the requirements of the Department of 
Defense, in time of war or national emergency. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


AUTHORITY AND RESPONSIBILITIES 


The Business and Defense Services Administration was established on October 
1, 1953, by Department of Commerce Order No. 152 (18 F.R. 6508) as amended 
and revised. It succeeded the National Production Authority which was abol- 
ished by the same order. The current version of Department of Commerce Order 
No. 152 (revised) was issued on September 22, 1958, and transfers the Office of 
Area Development to the Business and Defense Services Administration. The 
functions and authority of the Secretary of Commerce, including but not limited 
to those under the following, have been delegated by the Secretary to the Admin- 
istrator of BDSA pursuant to Department Order No. 152: 

1. Defense Production Act of 1950, as amended, providing for exercise of 
priorities and allocations powers, expansion of productive capacity and 
supply, and development of preparedness programs (except with respect to 
the use of transportation facilities and the creation of new agencies within 
the Department of Commerce. ) 

2. National Security Act of 1947, as amended, providing for a wide range 
of mobilization preparedness activities. 

3. Strategic and Critical Materials Stockpiling Act of 1946, as amended, 
with respect to determinations as to which materials are strategic and crit- 
ical, and the quality and quantity to be stockpiled. 

4. Internal Revenue Code of 1954, as amended, with respect to accelerated 
tax amortization for specified national defense purposes. 

5. Executive Order 10480, as amended, providing for administration of 
the nonmilitary defense mobilization program. 

6. Executive Order 10421, as amended, providing for physical security of 
facilities important to the national defense and for direction of the Industry 
Evaluation Board by the Secretary of Commerce. 

In addition, various Office of Civil and Defense Mobilization orders, denomi- 
nated as defense mobilization orders, specify functions and authority under 
which BDSA engages in its defense production and mobilization preparedness 
activities. These include, but are not limited to, DMO I-7 (delegating priorities 
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and allocations responsibilities), DMO I-8 (assigning defense mobilization 
responsibilities to the Department of Commerce), DMO I-19 (providing for 
guidance and assistance in the application of dispersion policy), and DMO VII-5 
(designating supply and requirements agencies). 


ADMINISTRATIVE DEVELOPMENTS AND PROBLEMS 


It is believed that members of the Joint Committee on Defense Production are 
familiar with the problem which faced BDSA in the handling of its appro- 
priation request for fiscal year 1960. Indeed, the chairman and vice chairman, 
as well as members of the committee, were most helpful in their efforts to insure 
that ‘sufficient funds were provided to permit the agency to continue functioning. 
In response to your request to include in this report problems which confront 
the agency in carrying out mobilization programs, it seems proper to point out 
that problems surrounding the handling of BDSA’s budget requests could again 
be encountered in the future. 

This difficulty has beset BDSA, in particular, for two reasons. First, mobili- 
zation activities of the agency represent a very large proportion of its total 
activity rather than a small appendage to its normal functions. In fiscal year 
1960 it is estimated that activities relating directly to national security and 
defense mobilization account for approximately one-half of the total expendi- 
tures in the industry area. Second, a great part of the results of the agency’s 
work is used for both defense and nondefense purposes. Defense mobilization 
functions are inextricably woven into its normal activity. 

The long continuing nature of the cold war and the increasingly close relation- 
ship between national security and economic health and development has re- 
sulted in blurring any real distinction between defense mobilization activity in 
BDSA and the normal economic functions of the agency. This view was aptly 
expressed by the Congress in section 8(¢c) of the Trade Agreements Extension 
Act of 1958. This act said in part, “ * * * in the administration of this section, 
the Director (of the Office of Civil and Defense Mobilization) and the President 
shall further recognize the close relationship of the economic welfare of the Na- 
tion to our national security * * * .” 

It is hoped that the Joint Committee on Defense Production may see fit to take 
such action as is in the scope of its responsibilities to continue to promote a 
wider understanding of the integrated nature of BDSA’s defense mobilization 
responsibilities and industrial economies activities. Such wide understanding 
is essential to the discharge of the agency’s functions during a continuation of 
international tension, as well as to provide operational readiness to meet the 
demands on our production resources occasioned by either a limited war or an 
all-out nuclear attack. 

During the past year, BDSA continued to give full support to current military, 
atomic energy, and long-range industrial preparedness activities. The quar- 
terly program review instituted by the Administrator’s executive committee in 
July 1958 and the monthly progress reporting system is proving effective in 
establishing program priorities and in assuring that program objectives are 
being met on schedule. 

The appropriation for fiscal year 1960 permits BDSA to maintain approxi- 
mately the same level as staffing as in 1959. The junior executive development 
program initiated in fiscal year 1959 now has 11 participants, 6 of whom have 
advanced to the second phase of their 3-year training period. It is anticipated 
that the supervised intensive training given these employees will prepare them 
to assume increasingly responsible positions in the industry divisions and con- 
tribute toward carrying out the delegated responsibilities of BDSA, particularly 
with respect to the Defense Production Act. 

The conduct of the defense production and mobilization preparedness activities 
of BDSA continues to require certain knowledge which is available only from 
men having recent industry background. These persons are appointed without 
compensation in accordance with the provisions of the Defense Production Act 
of 1950, as amended, and Executive Order 10647. As of September 30, 1959, 12 
executives from private industry were serving BDSA in full-time advisory posi- 
tions and 69 were on the rolls as consultants available for intermittent use as. 
required. BDSA will continue to utilize the services of industry executives on 
a WOC basis as authorized by the Defense Production Act. 

The Office of Field Services, with offices located in 33 important industrial 
centers throughout the United States, acts as the field liaison between the Busi- 
ness and Defense Services Administration and the business public in administer- 
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ing the mobilization functions of that agency under the Defense Production Act. 

Field offices maintain contact with defense contractors and subcontractors as 
well as with procurement offices serving as a channel of communication be- 
tween the agency and those affected by its regulations, policies, and procedures. 
In addition the field offices do whatever followup work may be necessary in 
gathering information for the industry divisions relating to such matters as re- 
turns on survival item reports and questionnaires. They maintain complete 
files on BDSA regulations and orders and provide assistance to firms requiring 
BDSA intervention on the delivery of defense materials. 

Representatives of the Office of Field Services in the eight cities where OCDM 
maintains regional offices serve on OCDM regional advisory committees and par- 
ticipate in Operation Alert exercises. 


ADMINISTRATION OF TITLE I OF THE DEFENSE PRODUCTION ACT (AS AMENDED) 


Under Title I of the Defense Production Act of 1950, as amended, the President 
is authorized to establish priorities in the performance of defense contracts 
and to require the acceptance and performance of such contracts for the purpose 
of assuring such priority. He is also authorized, under the same title, to allocate 
materials and facilities for the purpose of promoting the national defense. 
These priorities and allocation powers are administered by the Business and 
Defense Services Administration under delegation from the Secretary of Com- 
merce to whom they have been delegated by the President through the Director 
of the Office of Civil and Defense Mobilization. The administration of these 
powers is accomplished through a series of regulations and orders designated 
as the defense materials system (DMS). In addition to the establishment of 
priorities for the Department of Defense and atomic energy programs, certain 
important projects such as the IRBM, ICBM and satellite programs, which have 
been specially designated by the President, are accorded superpriority treatment 
to insure that they take precedence over other defense programs. The DMS 
not only insures that current defense and atomic energy production and con- 
struction will remain on schedule but also provides an established system for 
prompt and effective use in controlling the Nation’s economic resources in the 
event of war. 

Revision of DMS 


The committee was informed in the previous annual report that BDSA had 
undertaken a complete revision and simplification of the DMS regulations which 
have been in effect: in their present form for approximately 6 years. During the 
year covered by this report a new DMS regulation 1 has been completed after 
several revisions and thorough review by other interested agencies of the execu- 
tive branch including the Department of Defense, Atomic Energy Commission, 
and the Office of Civil and Defense Mobilization. This new DMS regulation, 
when issued, will replace the present DMS regulations 1 and 2 covering defense 
production and defense construction respectively. In addition to the interagency 
review of the new regulation a series of eight meetings was held with representa- 
tives of affected industries during the month of April 1959, to obtain their views 
with respect to the proposed revision. These conferences were held with rep- 
resentatives of the electronics, aluminum, nickel alloys, aircraft and missiles, 
copper and brass, automotive and iron and steel industries. A conference was 
also held with a cross section of controlled material-using industries. The con- 
sensus of the industry representatives at all of these meetings was an endorse- 
ment of the proposal to streamline the defense materials system and to continue 
the DMS as a means of supporting the Nation’s current military and atomic 
= programs as well as providing an important element in our posture of 

ense. 

A number of recommendations for improvement of the proposed revised regula- 
tion were presented at these industry conference and a substantial part of them 
has been incorporated into a final revised draft of the new regulations. This 
final draft has been set up for printing by the Government Printing Office but 
publication in the Federal Register and public issuance will be withheld until 
the settlement of the current strike in the steel industry. The committee was 
informed of this decision by the Administrator of BDSA at a hearing held by 
the committee on August 18, 1959, at which time the Administrator stated that 
the issuance of the new DMS regulation was being.withheld for a more propitious 
time following the resumption of operations by the steel industry. Coincident 
with the revision of the DMS regulations the related application forms and the 
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other forms needed for the operation of the system have also been revised to 
conform with the new rules. These new forms are being printed and will be 
distributed to defense contractors and affected Government agencies when the 
new regulation is promulgated. 

The new DMS regulation has been substantially simplified and will result in 
the elimination of a great deal of paperwork for a large number of contractors. 

One of the major changes incorporated in the new DMS regulation 1 is the 
elimination of the procedure for making allotments of controlled materials to 
producers of APRA B products (selected aircraft components). It has been 
found that the process of submitting applications by such producers and making 
allotments to them is no longer necessary and that they can fulfill their defense 
contracts effectively without this special procedure. Accordingly, under the new 
regulation, producers of APRA B products will obtain their production mate- 
rials under the same procedures as producers of other class B products, that is, 
by self-authorization. In view of this determination, the Department of Defense 
requested that the simplified procedure for producers of APRA B products be 
put into effect as soon as possible, in advance of the publication of the revised 
DMS regulation. Accordingly, direction 5 to DMS regulation 1, accomplish- 
ing this simplification, was issued on June 17, 1959. 


Revision of BDSA order M-17 


BDSA order M-17, which has been in effect since October 1953, provides ceiling 
limitations for the required acceptance of rated orders by manufacturers of elec- 
tron tubes (except power tubes), transistors, and crystal diodes, These limita- 
tions permit an equitable distribution of defense orders among the manufacturers 
affected and allow a portion of the monthly production of the listed products 
to be shipped against nonrated (civilian) orders. Power and transmitting elec- 
tron tubes are necessary to the performance of the functions of police, aviation, 
utilities, industrial establishments, communications companies, research and 
development laboratories, broadcast stations, and other public and private non- 
defense users. These activities experienced difficulties in obtaining power and 
electron tubes over a period of time because order M-17 did not provide any 
limitation on the acceptance of rated orders for these products. Accordingly, 
BDSA order M-17 has been revised to include power and transmitting electron 
tubes under the order to alleviate these difficulties. The amended order was 
issued on September 4, 1959. 


Proposed revision of direction 4 to BDSA regulation 2 


A proposed revision of direction 4 to BDSA regulation 2 has been prepared 
and circulated among interested Government agencies for their comments and 
recommendations. This direction would authorize manufacturers of listed elec- 
tronic items to deliver such items against rated orders in advance of the sequence 
of deliveries provided in the regulation. The proposed revision would also 
expand this list of electronic items for the purpose of alleviating difficulties in 
deliveries being encountered in obtaining engineering samples and small quan- 
tities for essential programs. The proposed change is designed to provide assist- 
ance to research and development activties being conducted for defense purposes. 


Steel strike 


During the month of June 1959, BDSA prepared detailed information relat- 
ing to those steel mills which would not be affected by the then proposed steel 
strike. This information is available for use when necessary to increase defense 
set-asides and change leadtimes under the DMS to support military and atomic 
energy programs. Agreement was reached with the Department of Defense to 
issue, if required, spot delivery directives to support high priority programs on 
the Department of Defense “Master Urgency List” (these programs include mis- 
siles and satellites and are designated by the Department of Defense as “Brick 
Bat” and “Cue Cap”). 

Since the beginning of the strike BDSA has been assembling weekly reports 
on the impact of the steel strike on the general economy. It has in readiness a 
warehouse regulation which would reserve a portion of distributors’ steel stock 
for defense and atomic energy orders should warehouse inventories decline suf- 
ficiently to make such action necessary. As soon as the strike is ended BDSA 
will issue instructions to insure an orderly return to full operation consistent 
with giving preference to defense orders in scheduling production. .The details 
of these instructions will be developed in cooperation with the Department of 
Defense and the Atomic Energy Commission. 








NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 123 


The steps taken by BDSA to assure availability of complete information re- 
garding steel supplies and the effect on defense and atomic energy programs dur- 
ing the continuation of the strike are described below: 

(1) On July 20, 1959, BDSA held a meeting with representatives of the steel 
distributing (warehouse) industry, as a result of which BDSA has been receiv- 
ing weekly reports concerning steel warehouse stocks. 

(2) Arrangements were made with the Bureau of the Census to provide BDSA 
with special periodic reports on steel imports. Under strike conditions steel im- 
ports are a much more important factor in the supply situation than they are 
normally. 

(3) On July 24, 1959, a letter signed by the Administrator of BDSA was sent 
to the 110 steel companies still operating, reminding them of their obligations 
under the defense materials system with respect to preferential treatment in fill- 
ing orders for controlled materials for Department of Defense and Atomic En- 
ergy Commission programs, under the authority of the Defense Production Act 
of 1950, as amended. Each letter was accompanied by a copy of DMS regula- 
tion 1, “Basic Rules of Defense Materials System” and BDSA order M-1A 
(iron and steel) which are currently applicable to the steel industry. 

(4) On July 23, 1959, a telegram was sent to the 98 operating steel producers 
having current production directives under the defense materials system, re- 
quiring them to submit to BDSA weekly telegraphic reports on the acceptance 
of authorized controlled material orders. The first reports were received on 
July 27, 1959, covering acceptances of such orders as of the close of business 
July 24, 1959. Subsequent reports covering weekly acceptances of ACM orders 
at the close of business each Friday have been received each Monday theerafter. 

The July 23d telegram also required each operating steel producer to report 
the tonnage of defense orders accepted by the company for each of the months 
of September, October, and November of each steel product on the company’s 
current production directive. This information was received on July 27, 1959, 
Each company to which the July 23d telegram was sent is also required to re- 
port to BDSA immediately any shutdowns due to work stoppage of any of the 
company’s plants which were operating on July 24, 1959, 

(5) Informal meetings were held with representatives of the steel distribut- 
ing industry on August 24 and September 15, 1959. The warehouse representa- 
tives supplied BDSA with current information on their stocks of steel and defense 
order impact, at these meetings. 


Copper strike 


The copper industry has been affected by strikes which started on July 31 and 
have spread to other locations in the intervening weeks. Approximately 75 
percent of mine production, 90 percent of smelter production, and 70 percent of 
refinery production is presently closed down. Since refineries are the last step 
in production of marketable shapes, an estimate of loss of 91,250 tons of refined 
copper through September 11 is the best measure of net impact on consumers. 
To date, there is no evidence of adverse effect on deliveries of copper for defense- 
production purposes. 


SPECIAL ASSISTANCE FOR MILITARY AND ATOMIC ENERGY PROGRAMS 


In order to assure the performance of defense and atomic-energy contracts on 
schedule, BDSA provides special assistance to defense and atomic-energy con- 
tractors and their suppliers when required. This special assistance includes 
improvement of deliveries of particular items and materials by the issuance of 
special priorities or directives to assure adequate deliveries of items or materials 
to fulfill defense and atomic-energy contracts. In addition, this Agency serves 
as an allotting agency under the defense-materials system to authorize privately 
financed construction projects sponsored by the Department of Defense and 
projects connected with the Canadian military and atomic-energy programs. In 
this connection BDSA issues allotments of controlled materials to the contrac- 
tors involved and authorizes them to use ratings and program identifications in 
placing their orders for products and materials to fulfill such projects. 

During the year ending September 30, 1959, BDSA provided special assistance 
on 2,820 cases as summarized below : 


48406—60——_9 
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Report of speciat-assistance actions for the year ending Sept. 30, 1959 


ases|Dollar value} Cases | Dollar value 
Pi 


Directives and DX ratings: | DMS (controlled materials)— | 

Department of Defense ! |1, 525 |$141, 034, 143 Continued | 
Atomic Energy Commis- | Foreign (munitions list) _.._ 2 $100, 560 
sion. a aa 611, 703 Foreign mutual assistance. 0 | 0 
Canadian....--..... | 313, 007 Defense sponsored (D pro- 
All others_..........-. 0 gram) _ : 8 68, 249 


141, 958, 853 || g 22 409, 832 
Priorities (DO rating): Interim actions (M-41) 77 0 
Canadian........-...-.. | é 55, 628,679 || Allocation and production di- 
Foreign Shy afi te | 27,578,628 || rectives....................__- 11 | 0 
Private (D program) -_-__-..-.| i 34, 863, 043 | _ 

\— |-—_-—-——-—- || TeIs. Se! . Pe 
Total._....:-...---.------| 372 | 118,070, 350 | = 


U 


aaa ate Grand total 3 820. | 260, 439, 035 
i 


DMS (controlled materials): 
Canadian military_-__. ‘ | 
Canadian atomic energy-.-. | 

| 














1 Includes 472 cases for which no dollar value was available for the following reasons: (@) Interim actions 
and time extensions due to delay for various design changes, engineering, and production problems on 
newly developed products; (b) requests by DOD and AEC to change delivery sequence of scheduled orders. 

2 Ajlocation and production directives do not carry dollar value. 


3 Estimated. Since this report covers the period ending Sept. 30, 1959, the volume for the last month 
was arrived at by using 4 of the lst 2 months of the 3d quarter. 


The above figures reflect a decrease of approximately 15 percent in the num- 
ber of cases but an increase of nearly 50 percent in dollar value as compared 
to the year ending October 1, 1958, when 3,333 cases having a dollar value of 
$129,388,871 were processed. The increase in dollar value is due primarily 
to construction projects authorized under the aircraft program (MAP). The 
decrease in the number of cases is attributed to various reasons such as de 
creased need for production and allocation directives and interim changes 
to the numerical preference list on machine tools; easing of tight supply in 
a number of areas, and the authority to the Department of Defense to apply the 
DX rating to contracts for the missiles and satellite programs. 

The programs which currently require special assistance are missiles and 
satellites, construction, and Canadian defense (military and AEC) involving 
improved deliveries of scientific instruments, electronic equipment, and elec- 
trical equipment. 

Compliance and enforcement 


Disposition of cases presently in the hands of U.S. attorneys will substan- 
tially conelude the special compliance and enforcement program which was 
undertaken initially to put an end to black-market operations which flourished 
during the period of nickel shortage occasioned by heavy demands of the de- 
fense program. Most of the pending cases reflect priorities violations which 
took place during 1954-55. Only one case remains for transmittal to the De- 
partment of Justice. 

In Los Angeles the U.S. District Court for the Southern District of 
California recently disposed of a case in which the defendants had been 
charged with the unlawful acquisition and disposition of nickel by permitting 
withdrawal of guilty pleas previously entered and acceptance of pleas of nolo 
contendere. In 8 other cases the U.S. attorney filed original informations 
containing 10 to 24 counts which charged 14 defendants with priorities viola- 
tions. 

Three cases are pending in the office of the U.S. attorney for the eastern dis- 
trict of New York. The U.S. attorney expects to present two of them toa grand 
jury at once. In a case pending in the office of the U.S. attorney for the south- 
ern district of New York, the U.S. attorney expects to proceed by information 
shortly. Two cases are being reviewed by the Criminal Division of the De- 
partment of Justice. 

This year has witnessed a further increase in the activities of the compliance 
and enforcement staff in obtaining compliance with mandatory reporting re- 
quirements under the Defense Production Act. Information is continuously 
required from industry in carrying out BDSA’s defense mobilization responsi- 
bilities. 
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In some 150 cases the BDSA compliance investigators have made followup 
calls, in person or by phone, in order to speed the return of overdue mandatory 
reports. In securing compliance with reporting requirements, admonitory 
letters and the use of investigators have generally sufficed and it has not been 
the practice to resort to formal legal action under section 706 of the Defense 
Production Act. 


PRODUCTION-CONTROL SYSTEM FOR EMERGENCY MOBILIZATION 


As a result of experience and the various studies of supply, stockpile, total 
requirements and industrial capacity, BDSA is formulating a system of con- 
trols, regulations, and orders to be instituted at Presidential direction in an 
emergency. The basic framework of this system is now in being in the form 
of the defense materials system. The expansion of this system, when required, 
can be accomplished readily. Collateral orders under study and development 
will be instituted if needed to augment the basic allocation program to cover 
materials and products not available in required quantities during an emer- 
gency. 

As the result of a policy recommendation made by BDSA and approved by 
the Director of ODM, approximately 2 years ago, BDSA prepared standby emer- 
gency regulations and delegations designed to meet the exigencies of a major 
nuclear attack upon the United States. These emergency documents were 
modified for use during Operation Alert 1958, and, during May 1959, they were 
printed for distribution to the members of the BDSA National Defense Execu- 
tive Reserve. Copies of these printed pro forma emergency regulations and 
delegations have been provided to the committee. For purposes of Operation 
Alert 1959, these emergency documents were further modified and published 
in the Emergency Federal Register for use during that exercise. These emer- 
gency standby documents will be stored at each of the eight OCDM regional 
offices as well as at the National Relocation Center to serve as the basis for 
initial action in support of essential production and service activities in the 
event of attack. 


BDSA emergency delegation 1 

In order to assure the ability of the Government to implement these emergency 
standby regulations and delegations in an attack situation and to provide 
authority for the exercise of the other mobilization functions delegated to the 
Administrator of BDSA, BDSA emergency delegation 1 was issued on June 
24, 1959, providing that in the event of attack upon the United States the 
powers and authority of the Administrator of BDSA are delegated to each 
regional production director of BDSA, for exercise within his region, such 
powers to be exercised only during such periods of time as communications 
between the regional production director and the national headquarters of BDSA 
or its successor agency are inoperative. The delegation further provides that 
in the event that there is no regional production director of BDSA in any one 
or more of the eight OCDM regions the delegated authority shall be exercised by 
the Assistant Director for Resources and Production of OCDM for such regions 
until a BDSA regional production director is appointed. 

This emergency delegation has been published in the Federal Register, made 
public by a press release and supplied to the assistant directors for resources 
and productions of each of the eight OCDM regional offices. The issuance and 
publication of; this emergency delegation establishes standby authority which 
would become effective automatically for regional accomplishment of emer- 
gency actions in the event of an attack upon the United States should the na- 
tional headquarters of BDSA become inoperative. 

More than 1,000 members of BDSA’s Executive Reserve have filed affidavits 
and completed the other administrative actions required to permit them auto- 
matically and immediately to become full-time Government employees in the 
event of an attack on the United States. The emergency delegation carries 
authority to redelegate the powers to the surviving members of the BDSA Execu- 
tive Reserve who would be converted to a trained on-the-spot production and 
materials staff prepared to carry out the planned emergency actions. 


SURVIVAL-ITEMS PROGRAM 


The survival-items program is designed to provide for the availability, in 
the event of an attack upon the United States, of the required quantities of those 
items considered to be essential to the maintenance of life. Comprehensive 
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national studies of the items designated as “survival items” are required to de- 
termine production capability and supply, requirements under attack condi- 
tions, and remedial measures to alleviate indicated deficiencies in supply. Of 
the several hundred survival items named, approximately three-fourths come 
under the jurisdiction of BDSA. 

BDSA has completed 131 surveys covering the producers of survival items. 
Also, utilizing the facilities of the Census Bureau, wholesale inventories of 
these items have been determined by a series of surveys covering eight different 
wholesale-trade areas. Hence, the statistical activity to determine supply and 
production capability has been largely completed. The results of these surveys 
have been incorporated in electronic computer tapes by the National Damage 
Assessment Center and printouts covering a majority have been issued. A 
complete set of the printouts will be available at all OCDM regional offices. 

Currently underway, or planned, are surveys covering: (1) Producers of glass 
and metal food and medicinal containers; (2) inventories of survival items 
held by water and sewerage utilities; (8) communications services; (4) trans- 
portation services. Completion of supply-requirements studies covering survival 
items will undoubtedly point up other areas, including alternate items which 
will have to be surveyed. 

BDSA collaborated with HEW in supply-requirements studies covering 98 
medical survival items. Supply data were assembled covering production, civil 
defense stockpiles, inventories in the hands of manufacturers, wholesalers and 
hospitals, and imports. Bstimated postattack supply and production capability 
were related to postattack requirements in the studies to determine deficiencies. 
A number of remedial actions have been explored to alleviate deficiencies, such 
as increasing wholesale and retail inventory levels, barter of surplus agricul- 
tural products, recommendations to increase civil defense stockpiles, etc. These 
studies are continuing in the health area and similar supply-requirements 
studies will be made covering survival items in each of the other areas, namely: 
Water and sanitation; emergency housing; light, power, and fuels; body protec- 
tion and household operations. 


CONTINUITY OF THE NATIONAL INDUSTRIAL PLANT 


This program is designed to afford American industry with information on 
the effects of nuclear weapons and to assist industry in planning so as to mini- 
mize weapons effects on postattack production capability. Emphasis of the 
program should now be concentrated in the field of producers of survival items. 

The Business and Defense Services Administration continued to counsel 
industry on dispersal matters in conjunction with the plant location counseling 
services of the Office of Area Development. 

BDSA was assigned the responsibility under Defense Mobilization Order I-19 
(January 1956) for “providing guidance and assistance to departments and 
agencies of the Federal Government, to industry, public and private persons, 
and organizations in the application of the dispersion policy.” 

In this counseling, BDSA’s objective is to secure the greatest relative security 
of location within the particular local market area selected. This approach 
permits the natural functioning and growth of urban market areas and does 
not force regional decentralization. In order to accomplish this objective, the 
Office of Area Development advises on the dispersion adequacy of specific sites 
from population and industrial concentrations, and obtains a further determina- 
tion from the Department of Defense of the dispersion adequacy of specific sites 
from major military installations and key industrial facilities. 

Under present dispersal policy, the distance of a new facility from potential 
target and destruction areas is still regarded as a major factor in reducing the 
risk of attack damage to such facility. The determination of an appropriate 
dispersal distance affording the greatest degree of relative safety is decided 
on a case-hy-case basis, with due consideration given to the various factors 
referred to above. 

A map indicating the 52 urban target areas for purposes of the national indus- 
trial dispersion program was included in the eighth annual report (p. 195). 
There has been no change in this list. 

During the calendar year 1958 the Office of Area Development provided dis- 
persion advice to private industry, Government agencies, and others on 243 
sites as follows: 
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Private industry* 
Government facilities_ 
Government emergency relocation sites. 


1 Includes 9 certificate-of-necessity cases. 


From January 1, 1959, to September 15, 1959, BDSA has provided dispersion 
advice on 94 sites as follows: 


Private industry * 
Government facilities 
Government emergency relocation sites 


1 Includes 11 certificate-of-necessity cases. 


IDENTIFICATION AND RATING OF INDUSTRIAL FACILITIES OF PRIME IMPORTANCE TO 
THE NATIONAL DEFENSE 


The Industry Evaluation Board was established January 6, 1951, under NSC 
directive, and its function was reaffirmed by Executive Orders Nos. 10421 dated 
December 31, 1952, and 10438 dated March 13, 1953. Under this authority, the 
Secretary of Commerce has the responsibility for identifying those products, 
services, and their supporting facilities which are of exceptional importance 
to industrial mobilization and national survival. This responsibility is carried 
out for the Secretary within the Business and Defense Services Administration 
by the Industry Evaluation Board, an interdepartmental organization chaired 
by the Department of Commerce and having as members, in an advisory capacity 
to the Chairman, the Departments of Defense, Interior, Agriculture, Labor; the 
Atomic Energy Commission; and the Office of Civil and Defense Mobilization. 

The major output of the Board consists of a series of analyses of products 
and services selected through the application of criteria which attest to their 
essentiality and criticality. Those products and services which come within the 
purview of the Board cover the entire range of the industrial economy of the 
United States, from raw materials through end products, including the producing 
equipment and intermediate materials and components. The analyses demon- 
strate the importance of their respective subjects to national defense and sur- 
vival, enumerate the producing plants, list relevant information and statistical 
data concerning them, and indicate the importance of each plant to total na- 
tional capability to produce the subject analyzed. A single analysis may cover a 
large industrial segment involving several hundred producers; and entire service 
industry with many contributing facilities; or it may be limited to a single 
eee item, or to a small specialized component, produced by one manu- 

cturer, 

By authority of the Executive order any group of industrial experts within the 
Federal Government may be called upon to prepare and present to the Board an 
IEB analysis, but inasmuch as the BDSA is responsible in the field of mobiliza- 
tion preparedness for the major portion of the industrial segments of the na- 
tional economy, the Industry Divisions of this Agency contribute by far the 
largest number of analyses for Board action. 

The completed analyses are designed to afford maximum utility to programs 
concerning industrial mobilization, whether related to accelerated economic war- 
fare, limited wars and conflicts, or a general war with attack upon the United 
States. They provide officials operating in the various mobilization and defense 
programs concise and accurate summaries of the industries vital to the security 
of the Nation. The analyses are designed to show why these industries are 
essential, what industries the product analyzed depend upon, and how they 
enter into the chain of production towards the ultimate military, defense-sup- 
porting, or essential civilian end products. 

IEB documents constitute a unique repository of pertinent information on 
those products, services, and facilities upon which the national defense and 
survival depend. Programs which utilize the IXB materials are concerned with 
such matters as: (a) Plans for continuity of industrial management, records, 
and production; (b) the reduction of vulnerability through plant protection, 
plant dispersal, etc.; (c) stockpiling; (d@) production expansion; (¢) civil de- 
fense activities; (f) postattack damage assessment and restoration; (g) essential 
survival-item production ; and many others. 
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Since the Board’s ineeption each of the member agencies, and other agencies 
which have been specifically approved by the Director of the Office of Civil and 
Defense Mobilization to receive IEB materials, have used the documents issued 
by the Board in their respective spheres of responsibility on a continuing basis. 
In addition, the analyses have on occasion been employed in policymaking de- 
liberations and in providing information to high levels of government. During 
the past year the Departments of Agriculture and Labor have, by invitation of 
the Secretary of Commerce, become full participating members of the Board. 

The analyses developed or revised during the past 12 months cover some of 
the most important segments of American industry, including areas in the basic 
and ‘unusual metals, chemicals, automotive, and equipment industries. In a 
number of instances segments of an industry particularly important to national 
defense interlock to give a concise view of the most important aspects of the 
parent industry. Coverage of the communciations field was virtually completed 
with the issuance of a detailed analysis on domestic telegraphy. 

Because of the very close relationship among industrial production, mobiliza- 
tion, civil defense, and other phases of national defense, the IEB Chairman and 
staff have continued to participate in conferences and consultations on such 
problems, and have contributed to the preparation of reports and the develop- 
ment of projects, in other offices and agencies. 


ASSESSMENT OF POSTNUCLEAR ATTACK PRODUCTION CAPABILITY 


The assumptions made as to availability of vital civilian and military produc- 
tion immediately after a nuclear attack on the United States, and at various 
stages thereafter, are of critical importance to strategic military plans. These 
assumptions are also essential to preattack calculations of inventory, stockpiling 
and other methods of provision for civilian and military survival. Nuclear attack 
introduces into such computations a fundamental distinction, which has not 
been present in previous wars, between surviving capacity and the production 
obtainable from that capacity. Due to the break in the chain of suppliers to pro- 
ducers, production will be substantially less than availability capacity. 

As stated last year, a study is being carried out which holds important im- 
plications for military and civil defense current procurement and forward 
planning, by a Goverument-Industry Task Group for Post-Attack Production 
established by the Business and Defense Services Administration. Cooperating 
with BDSA in this project are DOD, OCDM, AFSWP, HEW, AEC, the fire 
department of New York City, and other agencies and private companies. In 
developing the effect on end item production from breaks in the chain of supply 
the study takes account of interruptions in transportation, power supply, com- 
munications, and other basic services, and also of the direct effect of an attack 
on the labor force and the community services required for surviving labor 
and management to carry out their production responsibilities. To assure 
realism and validity, the problem is being approached through a carefully 
selected group of case studies for a small number of products, with full par- 
ticipation of responsible company management. Agreement has been reached 
with six participating companies to do pilot studies on antibiotics, surgical 
instruments, food pack cans, central office dial switching equipment, and a 
product of the Atomic Energy Commission. These pilot studies have been 
initiated to test the fundamental assumptions and the development of a gen- 
eralized pattern for estimating manufacturing capacity following a mass nuclear 
attack. 

The significance of fire and fire storm resulting from a nuclear attack on 
surviving industrial capability appears to be of increasing importance. In 
order to obtain more accurate concepts and measures of fire spread, a special 
technical subcommittee on nuclear fire spread has been established. The sub- 
committee is proceeding initially with a case study of the New York metro- 
politan area. Subcommittee representatives are from the Business and Defense 
Services Administration, U.S. Forest Service, the Armed Forces Special Weapons 
Project, the New York City Fire Department, the New York Board of Fire 
Underwriters, and the National Board of Fire Underwriters. 


RAPID TAX AMORTIZATION 


Section 168 of the Internal Revenue Code of 1954 provides for the issuance 
of certificates of necessity for the rapid amortization of facilities to be used to 
produce new or specialized defense items or to provide research, developmental 





NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 129 


or experimental services during the emergency period for the Department of 
Defense or the Atomic Energy Commission. The Director of the Office of Civil 
and Defense Mobilization is the certifying authority and the final responsibility 
for the administration of the program rests with the Director. 

In the administration of the program, the Office of Civil and Defense Mobili- 
zation requests the BDSA to review and make recommendations on all requests 
for rapid amortization involving facilities intended for the production of mate- 
rials and products under BDSA’s jurisdiction. The industrial knowledge and 
experience of the staff of BDSA is utilized in connection with matters relating 
to a determination of the adequacy or availability of existing facilities and such 
recommendations have a significant bearing on the final determination made 
by the Director of OCDM. 

The restrictive provisions of the latest amendment to section 168 of the Internal 
Revenue Code has caused a considerable diminution in the number of requests 
for rapid amortization. However, a constant number of new cases are filed 
and considerable time and effort is expended on post-certification actions such 
as time extensions, scope amendments, etc. 

Insofar as is possible, BDSA maintains a current record of new production 
capacity obtained through this incentive. 

During the year ending September 30, 1959, BDSA reviewed and considered 
approximately 100 new requests for certificates of necessity and 108 post-certifi- 
cation cases. 


SUPPLY-REQUIREMENTS STUDIES AND FACTS FOR EMERGENCY DECISION 


BDSA has recently completed a revision of a supply-requirements study 
establishing levels of essential civilian and defense-supporting products and 
materials for a wartime economy. 

These studies in general determine the feasibility of providing the logistics 
support for the strategie military plan for limited war and form the basis for 
determining strategic stockpile levels. Studies of industrial, military, and 
essential civilian production and construction give us statistical facts for the 
administration of title I of the Defense Production Act during a war emergency 
period. Specific components of a critical production and supply nature are 
studied from time to time at the request of and in collaboration with AEC, DOD 
and OCDM. 

After consultation with industry and interested Government agencies, a man- 
datory survey was conducted of the production of electronic end equipment with 
the mailing of form BDSAF-539, “Blectronic End Equipments Survey,” to 550 
firms having 1,200 establishments. In addition, a survey of the production of 
microwave components (questionnaire form BDSAF-541) by 145 establishments 
was undertaken. These surveys gathered data on military and nonmilitary 
shipments in 1958, in units and dollars, and unfilled military orders and inven- 
tories of certain equipments as of December 31, 1958. The information col- 
lected by these surveys will be used: (1) To provide comprehensive data on 
1958 shipments of a specified list of electronic end equipments and microwave 
components; (2) to provide a basis for relating mobilization requirements to 
eurrent production levels and maximum mobilization capacity; (3) to identify 
product areas in which potential mobilization shortages might develop; (4) to 
improve the assessment of bomb damage in the event of enemy attack, and to 
enable planning to be done for the resumption of the production of essential elec- 
tronic end equipments thereafter; and (5) to determine the resources available 
to meet the requirements for emergency radio communications. 

Jointly with the Electronics Production Resources Agency of the Department 
of Defense, BDSA is continuing to conduct semiannual surveys of production 
capabilities for military electronic parts. During the past 12 months the survey 
covered capacitors, resistors, transformers and reactors, relays, quartz crystals, 
electron tubes, semiconductor diodes and rectifiers, and transistors. These 
products were treated by detailed subcategories representing unique production 
processes, and data were collected on military and nonmilitary shipments in units 
and dollars, military and nonmilitary unfilled orders in units and dollars, and 
maximtim mobilization capabilities for military and nonmilitary production. 
Informztion on industry’s capacity to produce key electronic components has 
proved indispensable in the preparation of the supply-requirements studies 
required of the Agency. 
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A mandatory survey of the capacity of production of stainless steels and 
high-temperature steels, including molybdenum metal, titanium, and zirconium, 
was completed. This survey, made for the first time, collected information on 
capacity and capability of vacuum melting and induction melting furnaces, as 
well as rolling mills. In addition, capacity surveys were completed of the closed 
die forging and of the open die forging industries. 

In the area of chemicals and related products, detailed supply-requirements 
studies were completed or are underway on the following defense significant 
items: Hydrogen peroxide, fluorine, perchlorates, oxygen, nitrogen, hydrazine, 


UDMH, nitrogen tetroxide, sodium borates, boric acid, phosphorus, ammonia, 
lithium chemicals, and argon. 


RECOMMENDATIONS CONCERNING THE NATIONAL STOCKPILE OF STRATEGIC AND 
CRITICAL MATERIALS AND RELATED ACTIVITIES 


BDSA reviews the essential civilian and war-supporting demand picture on 
materials in the national stockpile, programs for upgrading and disposition, 
purchase specifications, storage practices, diversion of shipments and the results 
on the stockpile of technological obsolescence. Current holdings and purchase 
commitments for stockpile and the DPA inventory are about $8 billion. New 
developments in materials research, technological improvements in weapons, as 
well as changing strategic military concepts make the management of this huge 
national asset of growing importance to the Nation. 

During the year activity in reviewing essential civilian and war-supporting 
requirements for strategic materials in a mobilization period reached a record 
level and at the same time much work was done in collateral fields. Some 83 
basic data studies were completed, including 71 out of 75 materials listed as 
stockpile items. In addition, about 40 reports were prepared which covered 
special aspects of stockpiling, such as purchase specifications, disposal pro- 
grams, storage procedures, usage developments, and diverse materials situations. 

As required by OCDM and on a continuing semiannual basis, a special study 
was also made of the supply-requirements potential of 28 special property and 
high-heat alloy materials which by reason of technological developments could 
be subject to a larger than currently expected wartime demand. 

Much of the above activity was stimulated by the establishment of new stock- 
piling policy by the Office of Defense Mobilization on June 30, 1958, elements of 
which made necessary the early revision of all stockpile objectives and required 
increased activity in other fields. 

The most significant development in policy was the reduction of the assumed 
mobilization period from 5 years to 3 years with the consequent lowering of most 
stockpile objectives. As a consequence, surpluses were generated for a large 
number of materials. The emphasis in activity changed from one of procurement 
to planning for disposal of surpluses resulting from the reduction and to up- 
grading stockpile materials to more advanced forms consistent with versatility 
of use. The importance of the latter grows as plans to provide against de- 
struction of facilities by a nuclear weapon attack on the country are developed. 
In both these fields, BDSA can expect greater activity than heretofore in pre- 
paring recommendations for OCDM and GSA. 

BDSA. participated strongly in the development of OCDM policy with respect 
to disposal programs and has made a number of recommendations regarding 
various programs as well as procedures under which they should be carried out. 
In this respect, legal simplification of disposal requirements is considered de- 
sirable and has been the subject of BDSA recommendations. In addition, during 
the year, analyses were made of the market situation for a number of commodi- 
ties including a number of those excess to defense needs and obsolescent and 
off-grade items. These analyses are complex and take into account the interests 
of producers, consumers, the economy of the country and international rela- 
tionships. If and when the disposal procedures required by law are improved, 
management of these surpluses can be more effectively carried out. 

Asummary of BDSA activities follows: 


Estimate of mobilization requirements 


Studies of essential civilian and war-supporting requirements completed during 
the year are listed below. In a number of cases, estimates of supply to be 
expected in a mobilization period were included. 
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Abaca 

Alumina (non-metallic uses) 
Aluminum 

Aluminum floride 
Aluminum oxide 

Antimony 

Asbestos, amosite 

Asbestos, chrysotile 
Asbestos, crocidolite 

Beryl 

Bauxite, non-metallic uses 
Bauxite, metallurgical grade 
Bismuth 

Cadmium 

Carbon electrodes 

Celestite 

Chrome metal 

Chromite, chemical grade 
Chromite, mettalurgical grade 
Chromite, refractory grade 
Cobalt 

Coconut oil 

Columbite 

Copper 

OCryolite 

Diamond, crushing bort 
Diamond dies, small 
Diamond, industrial stones 
Feathers and down 
Fluorspar, acid grade 
Fluorspar, ceramic grade 
Fluorspar, metallurgical grade 
Graphite, Ceylon 

Graphite, Madagascar 
Graphite, other 

Graphite electrodes 
Hyoscine 

Iodine 

Lead 

Magnesium 

Manganese metal 
Manganese ore, battery grade 
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Manganese ore, chemical grade, type A 

Manganese ore, chemical grade, type B 

Manganese ore, metallurgical grade 

Manganese, synthetic dioxide 

Ferromanganese, high carbon 

Ferromanganese, medium and low car- 
bon 

Silico-manganese 

Mercury 

Mica, Muscovite block and film 

Mica, Muscovite splittings 

Mica, phologopite splittings 

Molybdenum 

Nickel 

Opium 

Palm Oil 

Platinum metal, iridium 

Platinum metals, palladium 

Platinum metals, platinum 

Pyrethrum 

Quartz crystals 

Quinidine 

Rubber 

Rutile 

Selenium 

Shellae 

Silicon carbide 

Silk, raw 

Silk, waste and noils 

Sisal 

Talc, block steatite 

Tantalite 

Tantalum 

Tin 

Titanium sponge 

Tungsten 

Vanadium 

Vegetable tannin, chestnut 

Vegetable tannin, quebranco 

Vegetable tannin, wattle 

Zine 

Zirconium. 


The supply-requirements position of the following materials was examined for 
possible deficits in a mobilization period in light of a growing usage for high 
heat alloy and other special property purposes. 


Amonium perchlorate 
Beryl 

Boron 

Cerium 

Cesium 

Chromium 

Cobalt 

Columbium 

Hafnium 

Hydrazine 


Gallium 
Germanium 


grades 
Indium 
Lithium 


Molybdenum 
Nickel 


UDM haydrazine 


Graphite, artificial sp. 


Liquid oxygen 


Potassium perchlorate 
Red fuming nitric acid 
Rhenium 

Silicon 

Strontium 

“Thiokol” polysulphides 
Tantalum 

Vanadium 

Zirconium 


Revision of purchase and acceptance specifications 

Stockpile purchase specifications are established to assure adequate quality 
for efficient wartime use and longtime storage. Generally with industry advice, 
revised specification recommendations have been provided for the following : 


Asbestos, amosite 

Asbestos, crodidolite 
Copper, oxygen free 
Diamonde, industrial stones 
Ferromanganese 
Ferrovanadium 


Mercury 

Ruthenium 

Shellac 

Tantalite 

Tantalum metal (non-capacitor grade) 
Tungsten carbide powder 
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Disposal programe 


As required by administration policy and stockpiling legislation, sales of sur- 
plus materials must be made with due regard for producers, consumers and 
national interests. Using these criteria, BDSA guidance to OCDM or GSA was 
developed for the following: 


Chromite (off grade) Kyanite (low grade) Rubber 
Copper Magnesium scrap Titanium (low grade) 
Cryolite, synthetic Pyrethrum Vanadium pentoxide 
Graphite (subspecifica- 

tion) 


Storage procedures 


After consultation with industry recommendations to OCDM on storage pro- 
cedure revisions included the following : 


Low carbon ferrochrome Manganese (battery Selenium 
Castor oil grade) Sperm oil 
Coconut oil Molybdiec oxide Rutile 
Corundum Palm oil Zirconium ores 


Other activities and reports 


Abaca and sisal.—A further study was made with other agencies of rotational 
problems with regard to hard cordage fibers. 

Copper.—An analysis was made of the supply and demand for refined copper 
scrap and copper base scrap together with scrap generation. This study was 
used in revising the copper basic data for a mobilization period. 

Hyoscine.—A study of potential substitutes for hyoscine was prepared to deter- 
mine the essentiality of hyoscine for a mobilization period. 

Nickel.—As recommended by the Department of Commerce late in 1958, OCDM 
authorized continued diversion to industry of nickel scheduled for shipment to 
the Government under Defense Production Act contracts during 1959. By 
reason of ample commercial stocks no sales of premium price nickel were made 
to industrial users and shipments to the DPA inventory of such nickel continued. 
However, in mid 1959, GSA was able to make arrangements with the Inter- 
national Nickel Co. to cancel further shipments of market price nickel under the 
DPA contract. The latter case was settled by payment of the premium to the 
company in the form of nickel oxide sinter (at market value) from surplus stocks 
in the DPA inventory. Thus, the Government was saved a payment of $25 mil- 
lion for 26 million pounds of nickel which would have been surplus to defense 
needs. 

Improvement in industrial consumption of nickel during the first half of 1959 
permitted the sale of all nickel oxide and nickel oxide sinter produced by the 
Nicaro plaut and halted further increases in the DPA inventory of this material 
during this period. 

Selenium.—An analysis of end use consumption of selenium from 1952 through 
1958 was made for the purpose of improving estimates of mobilization require- 
ment. 

Propellants.—A preliminary summary of the supply-requirements relationship 
for liquid oxygen was forwarded to the Joint Committee on Defense Production. 
Further refinement and analysis will be made to determine if the indicated slight 
deficit is valid. In addition, a brief summary of the supply-requirements bal- 
ance for the more important propellant fuels was prepared for this committee. 

Titanium.—The customary semiannual survey of requirements for titanium 
for commercial and for military “13” products was completed. 

Zirconium.—A forecast of essential civilian requirements for reactor grade 
zirconium, 1959 through 1965, was completed. 


THE EXECUTIVE RESERVE PROGRAM 


Under the mobilization readiness program for executive manpower established 
under the authority of the Defense Production Act, as amended, BDSA as the 
production agency for a war emergency has recruited and designated more than 
1,000 reservists out of an authorized complement of 1,500. These reservists 
stand ready to become part of the BDSA staff at regional or national head- 
quarters, when called, or at local emergency centers in the event of a nationl 
eatastrophe. They are being kept informed and briefed on mobilization pro- 
duction plans and in current mobilization responsibilities. The program of re- 
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cruitment has been developed to assure a greater degree of geographical dis- 
persion of the reserve force. Regional production offices have been established 
and equipped with adequate records. 

As of September 30, 1959, BDSA’s executive reserve program stood as follows: 


Authorized complement_ 

Statements of understanding filed 
Executive reservists formally designated 
Security certifications in process. 


The following table shows the number of reservists by OCDM regions: 


Number of Number of 
reservists QOCDM region—Continued reservists 
284 


Sources of recruitment 


While candidates for the national defense executive reserve are selected 
from all segments of the civilian economy, BDSA necessarily recruits from 
manufacturing, business, and some of the professions. Candidates are drawn 
from large, medium, and small business and generally are persons who have a 
record of executive ability. (See exhibit A.) 


Delegation of responsibilities 


As central direction may not be possible in a general war, the BDSA Admin- 
istrator has delegated his responsibilities to the BDSA regional production 
directors in case communications with national headquarters become disrupted. 
This delegation of authority provides that each regional production director 
will exercise within his region control of the producton, distribution, and use 
of most materals and facilities. The emergency delegation carries with it the 
power of redelegation and is part of the BDSA plan to make its executive 
reserve operationally effective in the event of attack. The emergency delegation 
was published in the June 27, 1959, Federal Register. 


Processing 


In order to avoid the confusion and delays (or perhaps temporary impossi- 
bility) of personnel processing after an attack on the United States, BDSA— 
the only Government agency to do so—has given its reservists provisional post- 
attack appointments. Reservists have signed regular appointment affidavits 
and have been given a notification of personnel action that will put them on the 
payroll immediately after they report for duty at an emergency operating center, 
without further paperwork. (See exhibits B and C.) At the time of reporting 
for duty, reservists will decide whether they wish to serve with or without 
compensation. 


Operational aids 


To further the efficient management of BDSA’s responsibilities in a general 
war, BDSA reservists have been armed with documents that will make them 
operationally effective at their local emergency operating centers all over the 
country. A postattack responsibilities card gives them travel priority and sets 
forth responsibilities which they will assume whenever their locality is out of 
communication with regional or national headquarters. (See exhibit D.) A 
postattack manual gives them detailed instructions on their duties in such a 
situation. (See exhibit E.) They also have been furnished a progress report 
on the survival items program and supplement I to the postattack manual. 
Training 

The first all-BDSA BExecutive Reserve Conference was held in Washington 
on May 12 and 13, 1959. (See exhibits F and G.) More than 800 persons 
attended, about 600 of whom were reservists. The first day’s activities con- 
sisted of general sessions devoted to the overall mobilization program. On the 
second day, each of the 25 BDSA industry divisions held detailed briefing ses- 
sions for its reserve members. This national training session was supplemented 
by meetings in the regions to reach reservists who could not attend the Washing- 
ton conference. In the past year, executive reserve sessions have been held 
in Seattle, San Francisco, St. Paul, Cleveland, Detroit, Atlanta, Los Angeles, and 
Salt Lake City. 
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PROGRAMS COOPERATIVELY CONDUCTED WITH OCDM 


Program to provide operational capability at the regional level 


It has become increasingly apparent that mobilization plans must include pro- 
vision for autonomous operations at the regional level in a national emergency 
and, in fact, for the conduct of national operations from regional sites under 
extreme circumstances. To provide the operational capability required at the 
regional level to meet this situation, BDSA has taken the actions described 
below : 

1. Establishment of procedure for automatic activation of the BDSA executive 
reserve in an emergency.—During the year BDSA established a procedure (de- 
scribed under the executive reserve program) for the automatic activation of 
its executive reservists in an emergency. There were also issued to the 
reservists a postattack manual containing instructions on their duties in such a 
situation, and a postattack responsibilities card which provides travel priority 
and indicates responsibilities of the reservist. With the issuance of these docu- 
ments the BDSA executive reserve has been organized into an effective instru- 
ment for use in a national emergency. 

2. Establishment of BDSA regional mobilization files—There has been estab- 
lished at each of the eight OCDM regional offices, BDSA files of mobilization 
information to provide the essential working data that would be required for 
emergency operations. A library of trade directories and technical publications 
has also been established at each regional office. This material will provide the 
working tools required by the BDSA regional production director, OCDM regional 
personnel and BDSA executive reservists to discharge their responsibilities. 

Operational capability at the regional level requires, in addition to the above 
measures, the appointment of BSDA regional productional directors for each of 
the eight OCDM regions. These men, who would be thoroughly versed in all 
phases of mobilization programs and operations, are essential to provide: (1) 
Emphasis and continuity to our current programs at the regional and local levels; 
(2) well-informed and effective liaison with the OCDM regional offices; (3) 
leadership, coordination, and technical knowledge of the production agency’s 
operating plans and responsibilities in an emergency situation. 


Operation Alert 1959 


The purpose of Operation Alert 1959 was to provide training in, and testing of, 
Civil Defense and Defense Mobilization plans and programs at all levels of 
Government. The exercise consisted of the following phases: (1) Civil Defense 
alert exercise, April 17-18; (2) local phase, May 8-9; (3) State phase, June 4-5; 
{4) regional phase, July 8-10; (5) national relocation exercise, August 24-26; 
(6) evaluation phase, August 27-28. BSDA participation was limited to the 
regional phase, the national relocation exercise and the evaluation. 

For use in the regional phase, BSDA developed production and supply data 
on a regional basis for 53 survival items included in the exercise. The eight 
Commerce field office managers, who represent BSDA on the regional Civil and 
Defense Mobilization Boards, presented the data during the exercise and other- 
wise represented BDSA in discharging the responsibilities of the industrial pro- 
duction agency. Observers from BDSA headquarters were present at four OCDM 
regions during the regional exercise. 

During the national relocational exercise, BDSA had representation at the 
Housing and Home Finance Agency and Department of Health, Education, and 
Welfare relocation sites to collaborate with those agencies in considering prob- 
lems arising from the exercise and working relationships in an emergency situa- 
tion. BDSA representatives at the OCDM national relocation site discharged 
the agency’s responsibilities during the national phase and participated in the 
interdepartmental discussions of regional and national problems which arose, 
as well as in the evaluation of the exercise. 

As principal emphasis was placed upon region, State, and local phases of the 
exercise, there was less participation by BDSA personnel than in previous years. 
However, experience in dealing with mobilization problems was provided for a 
number of personnel who had previously not participated in Operations Alert. 
National plan for civil defense and defense mobilization 

The Director of the Office of Civil and Defense Mobilization issued the national 
plan for civil defense and defense mobilization in October 1958 together with 
annex 41 which summarizes 40 annexes to be developed and issued in support and 
elaboration of the basic national plan. The national plan serves as the basis for 
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civil defense and defense mobilization planning by the States, local governments, 
and the public and as the general planning direction with which Federal emer- 
geney planning must be compatible. BDSA has drafted several of these annexes 
covering the areas of responsibility assigned to this agency. These drafts are in 
various stages of completion due to revisions required as a result of interagency 
review and recommendations received. In addition, BDSA has reviewed and 
commented on a number of annexes drafted by other agencies covering activities 
assigned to them. 


Executive orders 


BDSA is responsible for a wide variety of defense mobilization programs under 
delegation from the Secretary of Commerce who in turn derives his authority 
for these activities by delegation from the Director of the Office of Civil and 
Defense Mobilization under appropriate Executive orders. For the purpose of 
providing a more precise delineation of the defense mobilization responsibilities 
of the several departments and agencies the Director of OCDM had prepared 
for the President a series of new Executive orders designed to establish the 
defense mobilization planning responsibilities of the heads of these agencies. 
None of these Executive orders has been issued because of adjustments required 
as a result of interagency review. 


MISCELLANEOUS PROJECTS 
Machine tool program 


Administration of Order M-—41 


During the latter part of the year, the Department of Defense requested 
that BDSA review BDSA Order M-41: Metalworking Machines—Delivery, 
giving particular attention to the necessity of continuing the numerical prefer- 
ence list sections of the order. In a communication dated June 3, 1959, the 
DOD suggested that “because of the small number of deliveries of metalworking 
machines for rated orders” it is recommended that the numerical preference 
list be placed in standby condition and that appropriate changes be made in 
order M-41. 

Subsequently, BDSA has had several discussions with representatives of DOD 
and industry representatives and a comprehensive review is being made of order 
M-41 from the standpoint of trying to accommodate, if possible, the recom- 
mendation of the DOD. 

The numerical preference list was revised during October 1958 and July 
1959; 725 copies of each revision were sent to the DOD and approximately 400 
of each revision were forwarded to the builders of machine tools. 


Management of defense mobilization production equipment inventory 


During the period, discussions were held with the Maritime Administration 
relating to their segment of the Defense Mobilization Production Equipment 
Inventory. The Maritime Administration stated that they have reviewed their 
inventory in relation to ODM Order VII-4 and it was their opinion that their 
shipyard tools should not be considered as “idle production equipment” but 
rather as a standby line. 

BDSA is planning to hold discussions with OCDM and the Maritime Adminis- 
tration on the standby line interpretation and at the same time undertake a 
thorough review of the production equipment of the Maritime Administration. 
As of September 30, 1959, the Maritime Administration’s inventory consisted 
of 958 items valued at $2,853,817. 

During the year, there were 63 deletions and 37 additions to the General 
Services Administration’s segment of the ‘nventory. As of September 30, 1959, 
this segment contained 549 items having an acquisition value of $8,825,580. 

There were three deletions from the Atomic Energy Commission’s segment 
during the period. The present inventory consists of 49 items having an acquisi- 
tion value of $1,927,304. 


M-day machine tool trigger program 
As of September 30, 1959, 83 machine tool builders are participating in the 


first phase of the M-day machine tool trigger program. These 83 contracts 


ore eg 14,675 general purpose machine tools, having the value of $219,- 
1,898. 


During the year, there was a slight decrease in the number of participating 
companies resulting from cancellations and rejections of contracts. In all but 
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one instance the cancellations resulted from mergers or amalgamations and the 
parent company has assumed contractual responsibility under the program. 

During the period, BDSA undertook its annual review of the program and 
discussions were held with 55 contractors. As a result of these discussions 35 
contracts were amended to reflect current company production capabilities and 
mobilization requirements. It was determined that 12 contracts required no 
revision ; discussions are continuing with the other 8 companies. 


Discussions will commence with the 28 contractors whose contracts were not 
reviewed during the past year. 


Management of facilities expansion programs 


1. The Korean pool order program.—The Korean pool order program has been 
completed with the exception of 13 items which remain unsold. The company 
that built the 13 items under the program has stated that they will be able to 
sell the items to industrial concerns, and thus the sales contract has been ex- 
tended to June 30, 1960. 

The Korean pool order program covered 112 machine tool contracts placed 
with machine tool builders calling for the production of 94,225 machine tools 
with a contractual value of $1,425 million. At the time of the termination date 
of the original contracts, only 5,281 machines were undelivered and became a 
liability to the Government. Subsequently, the BDSA and the GSA, working 
very closely with and receiving the utmost cooperation from the machine too! 
industry, has been able to sell or declare excess 5,268 items. The Govern- 
ment’s liability under this program, as of September 30, 1959, consists of the 13 
items involved, valued at $112,063. 

2. Facilities lease contracts program.—BDSA, working closely with the GSA, 
made excellent progress during the period in closing out the facilities lease 
contracts program. The program covered 123 facilities lease contracts involv- 
ing 22,352 machine tools, valued at $31,320,259. As of September 30, 1959, only 
2 contracts remain active covering 31 items, valued at $689,539. 

During the year, the GSA, concurring with BDSA recommendations, termi- 
nated 7 contracts. Of the two contracts still active, one was extended because 
of hardship on a month-to-month basis for a period not to exceed 2 years. 
The remaining contract contains three 1-year renewal options which have been 
exercised. The termination date of the contract is June 15, 1960. 


Establishment of a survival, rehabilitation and reconstruction inventory 
of machine tools and related production equipment 


During the year, meetings were held with OCDM to discuss the proposal to 
transfer the management of the National Industrial Equipment Reserve from 
the DOD to the Department of Commerce. OCDM suggested that the Depart- 
ment of Commerce submit formal comments on this proposal giving particular 
emphasis to the planning for a reserve of machine tools for rehabilitation and 
reconstruction. On May 28, 1959, we submitted our formal recommendations 
on the proposal. In the communication it was pointed out that some revision 
of Public Law 883 would be necessary to effect the transfer of the management 
responsibiilties to the Department of Commerce. 

Subsequently, OCDM requested that we undertake to develop the necessary 
revision of Public Law 883 as a basis for further discussions of the proposal. 
This program is underway with the objective of obtaining OCDM concurrence 
and the necessary Bureau of Budget approval prior to the next opening of 
Congress. 


Inspection and evaluation of Government-owned machine tool 


During the period, BDSA reviewed 110 excess personal property lists cover- 
ing 25,721 machine tools. Numerous discussions were held with the DOD in 
regard to the disposal of the items and, when appropriate, discussions were 
held and comments received from machine tool builders. During the period, 
BDSA recommended that a number of the tools be transferred to the National 
Industrial Equipment Reserve in order to provide the productive facilities for 
defense-supporting and survival and rehabilitation programs in the event of 
a national emergency. 

During the period, BSDA has been following carefully the program of the 
U.S. Army Ordnance Department to dispose of machine tools held in reserve 
for the production of certain types of shells which are determined not to be 
needed under future programs, As a result of these plans of the U.S. Army 
Ordnance Department, progressively larger quantities of presses are being 
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offered as excess. BDSA has had the opportunity of reviewing a few of these 
shell lines and has concluded that the presses, which represent the main items 
of equipment employed, are of special design and type and could not economi- 
cally be modified for general metalworking operations. BDSA will study care 
fully the phasing out of this program from the standpoint of the surplus machine 
tools generated and discussions, when appropriate, will be held with both 
Government and industry representatives. 


The elephant machine tool program—enlargement of productive capacity 


Originally under the elephant tool program contracts were entered into with 
four machine tool builders with the objective of enlarging their productive 
eapacity to build large (elephant) machine tools. Two of the contractors 
merged since the program was instituted with the parent company assuming 
the responsibilities for the two contracts. 

During the year one of the contractors requested permission to purchase 44 
items leased to it under this program. After a careful review of the factors 
involved, BDSA recommended to the GSA that the purchase request be approved. 

As of September 30, 1959, 195 machine tools are on lease with these con- 
tractors, having a value of $4,971,528. 


The problem of military excess property disposal 


The large-scale procurement of military items of both specialized and general 
purpose nature over the past 9 years combined with the rapid changes in 
military technology and requirements has caused the generation of surplus 
property of virtually all types and descriptions in the hands of the Government. 
Constant pressure has been applied to the Nation’s Military Establishment to 
rid itself of such surpluses both at home and overseas. To accomplish the 
reduction in inventory of these surplus goods, offerings are made to the public 
which in some instances create a deleterious affect on specific economic or 
industrial areas. 

To minimize the economic impact of such proposals for sale on the business 
community the Business and Defense Services Administration maintain a con- 
stant review and study of the general and specific economic and industrial pic- 
ture and in consultation with industry when appropriate recommends to the 
disposing department, office, agency, or command a course of action which in 
the judgment of BDSA would result in eliminating or at least softening the 
economic impact of the disposal action. In some instances, the BDSA requests 
the disposing agency to withdraw the item from sale temporarily, to reduce the 
quantity offered or to spread such sales over a greater period of time. 

The great majority of disposal offerings are made in the United States. How- 
ever, a considerable program is underway overseas the effect of which evidences 
itself in indirect impact on the foreign trade potential of American industry 
or upon domestic industry directly when such material is purchased with the 
intention of importing it into the United States for sale or use. 

While these problems are only indirectly connected with the mobilization 
activities of BDSA the virility and strength of American industry and business 
is of genuine concern to us in our administration of the fundamental statutory 
functions of the Department, and in the maintenance of American industrial 
might to compete in the international economic cold war activity and to assure 
full industrial readiness to meet any other type of conflict. 


Heat treating facilities and missiles 


During recent months, the BDSA has had numerous discussions with represen- 
tatives of the DOD concerning the research and development activities of that 
Agency in the field of heat treating for the missiles programs. The Air Force is 
recommending tax emortization certificates for specific firms active in the heat 
treating industry that have been selected by the prime contractor for research 
and development activities in connection with the missiles program. 

Specifically, the problem is one of determining the availability of existing heat 
treating units to handle missile components of the size required for the program. 
The most recent meeting with the Air Force was held during the second week of 
September and BDSA was informed that the size of missile compenents were 
growing larger and that in all likelihood there would be an additional number 
of heat treating companies participating in the research and development activi- 
ties through tax amortization certificates. 
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Shelli steel 


At the request of the Office of Chief of Ordnance, Department of Defense, 
BDSA made arrangements with three steel producers for delivery of approxi- 
mately 1,200 tons of steel for the production of large caliber (8 inch) high ex- 
plosive shells. This steel is of different specification than that used for this pur- 
pose in the past and is being investigated by the Department of Defense in trial 
production and tests. The tests being conducted are of particular interest since 


the successful use of this steel would result in a considerable financial advantage 
to the Government. 


Ferrous scrap 


At the request of OCDM a study was made at the end of 1958 of certain phases 
of the iron and steel scrap situation at that time. This request was the result of 
representations by scrap dealers’ trade associations that decreased use of scrap 
by the steel-producing industry was jeopardizing the future status of the scrap 
collecting and processing industry and would thus have a harmful effect in future 
defense emergencies. 

A study of mobilization requirements for ferrous scrap and pig iron ‘was 
submitted to OCDM. This study was made on the basis of stated mobilization 
requirements, as well as in terms of full use of steelmaking capacity. 


Helium and argon 


The increasing use of helium gas by the military and other government con- 
sumers was the principal reason for a shortage of helium over the past year. 
In order to provide for the most essential needs, BDSA investigated approxi- 
mately 50 instances of industrial usage of helium and made recommendations 
of essentiality to the Bureau of Mines, which is the sole producer and original 
distributor of helium. With commencement of operations of a new plant at 
Keyes, Okla., helium supplies improved in August and September to a point 
reaching approximate balance. During the shortage BDSA was active in helping 
unsupplied helium consumers find sources for alternate gases, principally argon. 


Rocket propellant studies 


On request of the Joint Committee, BDSA submitted summaries of existing 
and planned production potentials concerning 10 chemical propellant materials. 
The studies revealed the availabilities of the propellants in comparison to defense 
and civilian requirements under current conditions and also under full mobiliza- 
tion. In addition, the structure and geographic distribution of each producing 
industry was described. The summaries showed surpluses in supply of some 
items and a few potential deficits based on presently visualized capacities. Inas- 
much as the data used in the reports are based on (1) industry decisions regard- 
ing construction of new facilities, and (2) DOD and NASA programs, both of 
which are subject to variations, the supply-requirements studies will require 
periodic reviews. 


Fluid power study 


During the year, BDSA has spent a considerable amount of time on a survey 
of the fluid power industry. This has been done under authority of the Defense 
Production Act as a mandatory survey. It represents a report of shipments, 
capacity, and metal consumed for all the members of the industry. The report 
is broken down into four parts showing value of shipments and types of systems, 
value of shipments by end use and maximum capacity, specifications or types of 
equipment shipped, and materials consumed during 1957 in the manufacture of 
fluid power systems equipment (by shapes and forms). Through this report, 
BDSA will have complete knowledge of the geographical location, also the 
manufacturers of the various types of equipment, the particular types of equip- 
ment manufactured by each, and the end use, broken down as industrial, air- 
borne, marine and ordnance, and mobile. The value of this information in the 
event of an emergency is obvious. The returns have been slow in submission, 
principally because this is in reality a new industry as such, and BDSA had 
no complete and accurate knowledge of who manufactured this equipment prior 
to this survey. However, the returns are practically complete as of now and 
tabulation of the information reported is underway. As a result of this survey, 
when the information is tabulated, a new IEB study on this important industry 
will be prepared. Further, as a result of this survey, the industry has entered 
into an exhaustive program of approved definitions of fluid power terms. This 
is a subject which is of extreme importance to many of our industries who are 
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lacking in a clean definition of the industry and in the terms used in the industry, 
which could be very confusing in time of emergency. 


Material consumption studies 


In an effort to keep current on the requirements of controlled materials of large 
producers for both civilian and military production needed in time of mobiliza- 
tion, BDSA is conducting a series of studies designed to provide accurate and 
current information regarding material consumption and requirements. These 
reports keep BDSA current on production mix which changes quite frequently 
and thus enables BDSA to make a more efficient and speedy allocation of con- 
trolled materials as necessary in time of emergency. 


Ezport problems 


Export problems have ceased to exist as far as the need for controls on com- 
modities and materials for short supply reasons are concerned. However, 
surveillance over nickel, diamond bort and powder, and ferrous scrap was main- 
tained during a part of the year covered by this report. 


Import problems 


BDSA representatives have participated in activities in connection with in- 
vestigations under section 8 of the Trade Agreements Act to determine whether 
imports of certain commodities are threatening to impair the national security. 
The commodities involved during the period of this report were heavy electrical 


equipment, fluorspar, tungsten, cobalt, wool knit gloves, and steam turbine 
generators. 


Small arms and ammunition survey 


BDSA is currently making a study of the domestic small arms and ammuni- 
tion industry. The purpose of this study is to determine whether domestic 
production of small arms and ammunition declined because of the alleged impact 
of two classes of surplus arms, namely, (1) used military guns which have been 
purchased by private persons from foreign governments and imported into the 
United States for resale, and (2) used U.S. military guns declared surplus 
by the Department of Defense and sold to the public in the United States. 

The military has suspended sales of used guns pending the outcome of this 
study. The industry, on June 29, 1959, filed a request with OCDM for an investi- 
gation under section 8 of the Trade Agreements Act. 


BDSA meetings 
Industry advisory committees: 
Railway Supply IAC. 
Aircraft Producers IAC. 


Aluminum Products IAC. 

Prime Aluminum Products IAC. 

JU BE SR eterna Ferrous Scrap IAC. 
Task groups: 

Oct, Sisalana and Abaca. Stockpile TG. 
Nov. Soft Fibre TG. 
Dec. Small Arms Manufacturers TG. 
Feb. 959 Mobilization Controls TG. 
Mar. 25, Water Use Data TG. 
Apr. 16, Mobilization Controls, Steel Industry 


TG. 
Apr. 22, Silk, Silkk Waste and Noils TG. 
May 27, Disposal of Surplus Government Stock- 
piled Coconut Oil TG. 
June 3, 1959 Sisalana and Abaca Stockpile TG. 
Sent, ID. 1a enccpeenerpeetitininas .. Fibre Can and Tube TG. 
Special conferences : 
Apr. 6, Special Conference on Revision of Pro- 
posed DMS Regulations, Electronics 
Industry. 
Special Conference of West Coast Com- 
mercial Air Transport Manufactur- 
ers. 


48406 60. —-10 
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BDSA meetings—Continued 


Special conferences—Continued 


Apr. é Special Conference on Revision of Pro- 
posed DMS Regulations, Aluminum 
Industry. 

Apr. Special Conference on Revision of Pro- 
posed DMS Regulations, Nickel Al- 
loys Industry. 

Apr. 14, 1959 Special Conference on Revision of Pro- 
posed DMS Regulations, Aircraft In- 
dustry. 

ee TE: I i nciiesinlincistnws ian Special Conference on Revision of Pro- 
posed DMS Regulations, Copper In- 
dustry. 

Apr. Special Conference on Revision of Pro- 
posed DMS Regulations, General In- 
dustry Group. 


EXxHIBiIT A 
Wuat Is tHe BDSA ExeEcuTIve RESERVE? 


SOME QUESTIONS AND ANSWERS ABOUT THE BDSA NATIONAL DEFENSE EXECUTIVE 
RESERVE 


1. Q. What is Business and Defense Services Administration (BDSA)? 

A. The Business and Defense Services Administration is a key agency in the 
U.S. Department of Commerec that deals with the peacetime problems of the 
industrial segment of our national economy and has specific industrial mobiliza- 
tion responsibilities in peacetime and in national emergencies. (See Annex I.) 

2. What is the National Defense Executive Reserve (NDBR) Program? 

A. The NDER Program, in which BDSA has a major part, is a mobilization 
readiness program for executive manpower established under the authority of 
the Defense Production Act, as amended, and Executive Order No. 10660 on 
February 15, 1956. Its purpose is to provide for the training of persons selected 
to serve the Government in key civilian positions at local, regional, or national 
headquarters during periods of national emergency. (See Annexes II and III.) 

3. Q. Why was the program necessary? 

A. Several times within the last 30 years the Government has been forced by 
war emergencies to expand its civilian staff very substantially. Bach time it 
has had to turn to nongovernmental sources for additional executive talent. All 
of these expansions were accomplished largely by improvisation and without 
advance planning. It became clear, in the light of the possibility of a sudden 
emergency of unprecedented magnitude, that the methods of the past are totally 
inadequate for meeting the Nation’s requirements promptly and adequately. 

4. Q. Who administers the program? 

A. The Director of the Office of Civil and Defense Mobilization (OCDM) 
administers the program and utilizes the services of other departments and 
agencies in its development. Among his responsibilities are: (1) Coordinating 
the activities of other agencies in establishing units of the Reserve; (2) provid- 
ing for appropriate standards for recruitment and training; and (3) issuing 
necessary rules and regulations in connection with the program. 

5. Q. Have any other departments or agencies been authorized to participate 
in this program? 

A. Yes. On February 23, 1956, Defense Mobilization Order I-21 (DMO I-21) 
authorized departments and agencies having major mobilization responsibilities 
to establish units of the NDER, to select and designate members of such units. 
and to institute programs for their training. The Department of Commerce is 
one of the agencies so authorized. Recruitment of Reservists by BDSA, a pri- 
mary organization unit of the Department, is directed toward staffing an emer- 
gency production agency. 

6. Q. How are Executive Reserve candidates selected ? 

A. They are selected from all segments of the civilian economy, such as manu- 
facturing, business, transportation, the professions, and labor. Qualified persons 
from the business and industrial segment are invited by the BDSA Adminis- 
trator to participate in the program. 
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7. Q. How many persons will participate in the Executive Reserve Program? 

A. Legislation places no limit on the number of persons to participate in the 
program. The strength of the program will depend on such elements as the 
availability of qualified executives and identification of functional assignments. 
It must be remembered that DMO I-21 provides that the number of Reservists 
shall be limited to that for which there is a demonstrable need in essential 
mobilization functions. 

8. Q. What type of personnel is recruited for the BDSA Reserve? 

A. Generally, persons who have a record of executive ability in production or 
business are chosen. The types of assignments in times of emergency would 
normally be those requiring a high degree of managerial ability and reasonable 
flexibility on the part of the Reservists to accommodate themselves to unusual 
work demands. Although prior experience in governmental activities is advan- 
tageous, it is not a prerequisite. Reservists should be old enough to be seasoned 
and not too old to stand the pace of emergency operations. 

9. Q. What is the procedure for applying for membership in the BDSA Re 
serve? 

A. The applicant should submit to BDSA a brief biographical statement of 
his employment background, emphasizing any executive industrial experience 
which would be of value to an emergency production agency. 

10. Q. If extended an invitation, must the recipient become a Reservist? 

A. No. The person invited may not so wish, or his employer may decline to 
permit him to join. 

11. Q. Is security clearance required? 

A. Yes. Candidates must be cleared for security by the Government before 
designation as Reservists. Fingerprinting is included. 

12. Q. Is a written agreement required of prospective BDSA Reservists? 

A. Yes. Reserve candidates must sign the following Statement of Under- 
standing and have it approved by their employers, if any : 

As an Executive Reservist in the Department of Commerce, I accept the fol- 
lowing responsibilities: 

I. In time of Peace or International Tension I agree to: 

(1) Maintain close liaison with the part of the Government to which I 
am assigned. 

(2) Attend called training meetings or courses whenever possible. 

(3) Attend war games or evercises where possible. 

(4) Participate in the review of mobilization plans and programs. 


II. Time of Limited War: 


a. I agree to be immediately available for full-time employment through 
the Department of Commerce unit of the National Defense Ezecutive Reserve 
in the event of full mobilization without attack on the United States, (1) It is 
understood that as a Reservist I may not be abie to accept a call for full-time 
employment under conditions such as: wi tte 

(a) Change in status within my own organization. 

(b) Change in personal conditions. 

(c) Overriding needs for my assignment to some other activity either 
within or without my own organization. 

b. I agree to be responsible for keeping the Department of Commerce in- 
formed whenever I foresee any reason for not being able to serve. 

IIT. In Time of General War: I agree to be immediately available for full- 
time employment through the Department of Commerce unit of the National 
Defense Executive Reserve in the event of attack on the United States. 

IV. Compensation: In time of peace or international tension, I agree to serve 
as an Executive Reservist and hereby agree to waive any and all pay or com- 
pensation for such service for myself, heirs, and assigns, In time of limited war, 
I shall have the option of serving with compensation from the Government or on 
an uncompensated basis (with continued receipt of compensation from my private 
employer) provided that legal authority for such service then exists. In the 
event of general war, I shall have the option of serving with compensation from 
the Government or on an uncompensated basis (with continued receipt of com- 
pensation from my private employer) pending the establishment of regular 

procedures for the emergency. 
os. What orsbenie does a candidate receive indicating that he has been 
accepted as a BDSA Reservist? 
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A. After he has been properly qualified and cleared for security, he receives a 
formal Certificate of Designation issued by the Secretary of Commerce on the 
recommendation of the BDSA Administrator. 

14. Q. What other documents will he receive? 

A. He will receive documents that will permit him to be effective in his com- 
munity immediately following an attack. These are: 

(a) Appointment Affidavits to be signed by the Reservist and returned to 
BDSA. 

(b) Notification of Personnel Action to be kept by the Reservist. This pro- 
visional appointment with become effective (1) upon proclamation of a civil 
defense emergency or upon an attack on the Unted States and (2) upon his report- 
ing for duty at an emergency operating center. The Reservist will decide at 
that time whether he wishes to serve without compensation or as a paid employee. 

(c) Civil defense identification card. 

(d) Post-Attack Responsibilities card, which assigns responsibilities to the 
Reservist. 

(e) Post-Attack Manual, which gives detailed instructions. 

15. Q. What will the training program consist of? 

A. It will include such things as orientation sessions, continuous and up-to-date 
information on the Government’s mobilization organization, program, and plans, 
and such other activities as will keep the Reservist fully abreast of developments 
affecting the ability of the United States to mobilize its resources. 

16. Q. How much time each year will participation require? 

A. Possibly two briefing sessions a year of usually one but not more than two 
days each. This is the only “away from the desk” time anticipated. The bulk of 
the time is spent in reviewing material sent to the Reservist through the mail. 

17. Q. Will BDSA Reservists be trained for specific mobilization assignments? 

A. Initially, no. They will be trained for assignments to positions in general 
mobilization functional areas rather than for specific jobs. This approach ap- 
pears to be most feasible in order to avoid the need for constantly revising man- 
ning tables as the status of Reservists changes. A degree of earmarking of 
jobs will have to be resorted to, but all trainees in a general mobilization area 
will be briefed on all foreseeable matters which they would be required to handle. 

18. Q. Does a BDSA Reservist receive compensation while in training? 

A. No. At present, the BDSA Reservist serves without compensation. 

19. Q. How does service as a Reservist differ from service as a WOC em- 
ployee under section 710(b) of the Defense Production Act? 

A. The main differences are these: 

(1) In his capacity as a member of the National Defense Executive Reserve, 
the Reservist may only receive training for future assignments in key positions 
in the event of an emergency such as full mobilization and may not advise, con- 
sult, or act on any matter pending before any department or agency of the Gov- 
ernment. Within certain limits, WOC employees under section 710(b) not only 
ean, but are expected to advise, consult, or act on matters pending before the 
Department. 

(2) Reservists are not required to file statements concerning their financial 
interests. Employees under section 710(b) must file statements concerning their 
financial interests. 

20. Q. Are Reservists subject to so-called conflict-of-interest laws? 

A. A Reservist, other than a full-time Government employee, is exempted by 
Executive Order from sections 281, 283, 284, 434, and 1914 of Title 18, United 
States Code, and from section 190 of the Revised Statutes (5 U.S.C. 99) while- 
engaged in training activities. These do not involve his advising, consulting, or 
acting in any matter pending before Government agencies or departments. 

21. Q. Can a WOC consultant be a BDSA Reservist? 

A. Yes. However, persons currently employed as WOC consultants would not 
ordinarily be designated as Reservists until completion of their tours of duty. 

22. Q. Can a person have dual status as an Executive Reservist and a mili- 
tary reservist? 

A. Generally, yes. However, obligations of members of the military Ready 
Reserve normally would preclude a candidate’s designation as a BDSA Executive: 
Reservist. 

23. Q. How are excessive demands on. a single employer avoided? 

A. Each department and agency is responsible for avoiding the issuance of 
invitations to persons already in the Reserve and for avoiding excessive de- 
mands on a single employer. To assist the departments and agencies in this 
responsibility, the Civil Service Commission maintains a central register of’ 
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Reserve members. Each department notifies the Commission of persons desig- 
nated as members of the Reserve. 

24. Q. Where would a BDSA Reservist be assigned to serve in a Korean type 
of emergency ? 

A. In all likelihood, those Reservists serving the Government would be as- 
signed to duty at national headquarters of the emergency production agency. 

25. Q. Where would a BDSA Reservist be assigned in the event of an attack 
on the United States? 

A. He would report to the nearest emergency operating center, offer his 
services, and request that his availability be made known to the OCDM Regional 
Office. He would remain in his local community until specifically directed to 
report elsewhere. 

26. Q. If a BDSA Reservist finds he can no longer continue in the Executive 
Reserve but wishes to make himself available at some future time, what steps 
must he take? 

A. He should notify the BDSA of this fact. Names of such persons will 
be kept in a future reference file. 

27. Does a BDSA Reservist file a new Statement of Understanding if he: (@) 
Changes jobs in his company, (0) becomes self-employed, or (c) goes to another 
company? 

A. No to (a) and (b). Yes to (c). His new employer would have to con- 
sent to his participation in the Executive Reserve. In the event of any em- 
ployment status change, however, notification should be sent to the BDSA 
so that appropriate corrections to records may be made. 

June 1959. 

ANNEX I 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION MOBILIZATION RESPONSIBILITIES 


BDSA is responsible for the production resources of the Nation in the event 
of national emergency. As the nucleus of an emergency production agency, it 
serves as the delegate agency of the Office of Civil and Defense Mobilization with 
responsibility for achieving maximum utilization of the production resources of 
the Nation to meet any type of national emergency. Administration of priority 
powers assists in assuring completion of current military and atomic energy 
programs of production and construction, Authority for BDSA to allocate ma- 
terials in the civilian economy is currently included in the Defense Production 
Act when certain conditions exist. BDSA is charged with the responsibility of 
assisting and encouraging industry to develop plans and programs to insure the 
continuity of essential production in the event of a general war and massive 
nuclear attack on this country. 

The following programs are conducted with the objective of developing maxi- 
mum readiness to meet the demands on industry resulting from either a limited 
war or a general war with nuclear attack on the United States: 


1, Administration of title I of the Defense Production Act (as amended) 


Title I of the Defense Production Act of 1950, as amended, authorizes the 
President to compel the acceptance and performance of defense contracts (De- 
partment of Defense, Atomic Energy Commission, and other defense programs) 
by the use of priority powers. By delegation, BDSA administers this authority 
through a series of orders and regulations titled the Defense Materials System 
(DMS). Programs such as Intermediate Range Ballistic Missiles (IRBM), 
Intercontinental Ballistic Missiles (ICBM), or Satellite, as designated by the 
President, are accorded super-priority treatment to insure their taking preced- 
ence over other defense programs. In addition to insuring that current de- 
fense production and construction remain on schedule, the DMS provides a work- 
ing system for use in promptly and effectively controlling the Nation’s economic 
resources in the event of war. 


2, Recommendations concerning the national stockpile of strategic and critical 
materials 


BDSA reviews the complete supply-demand picture on stockpiled materials, 
programs for upgrading and disposition, purchase specifications, storage prac- 
a diversion of shipments, and the results on the stockpile of technological 
obsolescence. 
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8. Survival items program supply studies 


Comprehensive national studies of the availability of survival items (175 out of 
the total 225 are under BDSA jurisdiction) are undertaken through a series 
of surveys at the manufacturers, wholesale, and retail levels. These studies 
of supply form an indispensable basis for the OCDM actions on the national sur- 
vival item stockpile procurement program. 


4. Protection and continuity of the national industrial plant 


This program is designed to provide American industry with information on 
the effects of nuclear weapons and to assist industry in planning so as to 
minimize weapons effects on postattack production capability. Emphasis of the 
program must now be concentrated in the field of producers of survival items. 


5. Identification and rating of industrial facilities of prime importance to the 
national defense 


The Secretary of Commerce has the responsibility of establishing security 
ratings for industrial facilities based upon their relative importance to national 
defense, This responsibility is carried out by the Industry Evaluation Board 
in BDSA through the review and analytical efforts of the industry divisions. 
The results of these identifications form the basis for many nonmilitary defense 
activities including industrial defense, reduction of vulnerability, counter sub- 
version, physical plant protection, and the like. 


6. Assessment of industrial production capability in the event of enemy attack 


In cooperation with other agencies (Atomic Energy Commission, Department of 
Defense, Armed Forces Special Weapons Project, Department of Health, Educa- 
tion, and Welfare) and selected industries, BDSA is studying the effects of 
enemy attack on end-item producers (containers, dynameters, antibiotics), their 
chain of suppliers of materials and components. The studies of the vertical chain 
in the production process afford a more realistic picture of the results of an 
attack on production capability and provide a measure of the difference between 
surviving potential capacity and actual capability of production. 


7. Bxepansion goals and rapid tax amortization 


Although the rapid tax amortization program is now restricted to new or 
specialized defense items and national defense research, the number of new 
cases on which BDSA’s comments and recommendations are requested (concern- 
ing the adequacy or availability of existing facilities) continues. Post-certifica- 
tion requests, such as time-extension amendments, continue as well. BDSA’s 
industry divisions receive semiannual reports from industry on the progress 
toward completion of certified facilities and maintain a current record of new 
production capacity obtained through rapid tax amortization incentives. 


8. Supply-requirements studies, components studies, and facts for emergency 
decision 


These studies determine the feasibility of providing the logistics support for 
the Strategic Military Plan for limited war and form the basis for determining 
strategic stockpile levels. Studies of industrial, military, and essential civilian 
production and construction give BDSA statistical facts for the administration 
of Title I of the Defense Production Act during an emergency period. Specific 
components of a critical production and supply nature are studied from time to 


time at the request of and in collaboration with the Atomic Energy Commission 
and the Department of Defense. 


9. Production controls system for mobilization including preparation of standby 
orders and regulations 


This is a program for the development of standby regulations, orders, and pro- 
cedures designed to create regional and local mobilization capabilities throughout 
the Federal governmental levels. It conforms with the review and revision 
of all basic national mobilizational plans currently under way. ‘The current 
program was initiated as a result of revised policy guidance established by the 
Office of Civil and Defense Mobilization, which places greater emphasis on the 
coordination of Federal nonmilitary mobilization planning with that of the State 
and local governments. 
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10. Executiwe reserve program 


BDSA, as the production agency for an emergency, has over 1,000 designated 
Executive Reservists and has been authorized to recruit up to 1,500. Reservists 
stand ready to become a part of the staff, when called, and are kept informed and 
trained on mobilization plans and in current mobilization activities. Recruit- 
ment is designed to assure dispersion of the Reserve force to reduce losses due 
to attack. The establishment of regional production offices, on a standby basis, 
armed with adequate records, provides the opportunity to assign centers closer 
to the Reservists so that each Reservist can report and ready himself to assist 
in the national effort. 

ANNEX II 


DEFENSE PRODUCTION ACT 


SECTION 710(E) 


The President is further authorized to provide for the establishment and train- 
ing of a nucleus executive reserve for employment in executive positions in gov- 
ernment during periods of emergency. Members of this executive reserve who 
are not full-time Government employees may be allowed transportation and not 
to exceed $15 per diem in lieu of subsistence while away from their homes or 
regular places of business for the purpose of participating in the executive re- 
serve training program. The President is authorized to provide by regulation 
for the exemption of such persons who are not full-time Government employees 
from the operation of sections 281, 283, 284, 434, and 1914 of Title 18 of the 
United States Code and section 190 of the Revised Statutes (5 U.S.C. 99). 


ANNEX III 


EXECUTIVE ORDER 10660—PROVIDING FOR THE ESTABLISHMENT OF A NATIONAL 
DEFENSE EXECUTIVE RESERVE 


By virtue of the authority vested in me by the Constitution and laws of the 
United States, including sections 703(a) and 710(e) of the Defense Production 
Act of 1950, as amended (50 U.S.C. App. 2153(a) ; 2160(e)), and as President 
of the United States, it is hereby ordered as follows: 

Section 1. There is hereby established in the executive branch of the Govern- 
ment a National Defense Executive Reserve to be composed of persons selected 
from various segments of the civilian economy and from government to be 
trained for employment in executive positions in the Federal Government during 
periods of emergency. 

Section 2. The Director of the Office of Defense Mobilization is hereby di- 
rected to institute and administer the Executive Reserve program ; to coordinate 
the activities of other agencies in establishing units of the Reserve; to nrovide 
for aprpopriate standards of recruitment and training; and to issue necessary 
rules and regulations in connection with such program. 

Section 3. The Director of the Office of Defense Mobilization in carrying out 
his responsibilities under this order may utilize the services of other depart- 
ments and agencies in the maintenance of agency and centralized rosters and in 
the development training programs and materials. 

Section 4. Heads of departments and agencies of the Government designated 
by the Director of the Office of Defense Mobilization, after appropriate consul- 
tation, are authorized to establish units of the Executive Reserve and to select 
and designate persons to serve as members of the units. 

Section 5. Activities of persons by reason of designation as Executive Reser- 
ists under this order shall not include acting or advising on any matter pending 
before any department or agency but shall be limited to receiving training for 
mobilization assignments under the Reserve program. With respect to activities 
as so limited, reservists who are not full-time Government employees shall be 
exempt from the operation of sections 281, 283, 284, 434, and 1914 of Title 18, 
United States Code, and section 190 of the Revised Statutes (5 U.S.C. 99). 

Section 6. The Director of the Office of Defense Mobilization shall report to 
the President annually, and at such other times as may be appropriate, on the 
progress made in the development and operation of the Executive Reserve pro- 
gram. 

Dwieut D, EISENHOWER. 

THE WuiteE Hovss, February 15, 1956. 
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Exursit B 


one GA-482 U. s. DEPARTMENT OF COMMERCE 
—" Business AnD Derense Services ADMINISTRATION 
WASHINGTON 25, D.C 


APPOINTMENT AFFIDAVITS 


IMPORTANT.—Before swearing to these appointment affidavits, you should read and understand 
the attached information for appointee 


, do eolemnly swear (or affirm) that-— 
A. OATH OF OFFICE 


I will support and defend the Constitution of the United States against all enemies, foreign and 
domestic; that I will bear true faith and allegiance to the same; that I take this obligation freely 
without any mental reservation or purpose of evasion; that I will well and faithfully discharge the 
duties of the office on which I am about to enter, SO HELP ME GOD. 


B. AFFIDAVIT AS TO SUBVERSIVE ACTIVITY AND AFFILIATION 

I am not a Communist or Fascist. I do not advocate nor am I knowingty a member of any 
organization that advocates the overthrow of the constitutional form of the Government of the 
United States, or which seeks by force or violence to deny other persons their rights under the 
Constitution of the United States. I do further swear (or affirm) that I will not so advocate, 
nor will I knowingly become a member of such organization during the period that I am an em- 
ployee of the Federal Government or any agency thereof. 


C. AFFIDAVIT AS TO STRIKING AGAINST THE FEDERAL GOVERNMENT 

I am not participating in any strike against the Government of the United States or any 
agency thereof, and I will not so participate while an employee of the Government of the United 
States or any agency thereof. I do not and will not assert the right to strike against the Govern- 
ment of the United States or any agency thereof while an employee of the Government of the 
United States or any agency thereof. I do further swear (or affirm) that I am not knowingly a 
member of an organization of Government employees that asserts the right to strike against the 
Government of the United States or any agency thereof and I will not, while an employee of the 
Government of the United States or any agency thereof, knowingly become a member of such an 
organization. 
D. AFFIDAVIT AS TO PURCHASE AND SALE OF OFFICE 

{ have not, nor has anyone acting in my behalf, given, transferred, promised or paid any con- 
sideration for or in expectation or hope of receiving assistance in securing such appointment. 


NOTE.—The oath of office must be administered by 2 person apecified in § U.3.C. 18, or by a person designated to 
administer oaths under Section 206, Act of June 26, 1943, 5 U.S.C. 16a. If by a Notary Public, the date of 
expiration of his commission should be shown. 


vec OumOc reas F 
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Exursir C 


alge Conc NOTIFICATION OF PERSONNEL ACTION 


ee ea an 
BDSA- 


4 THIS 16 AN OFFICIAL NOTICE OF THE PERSONNEL ACTION DESCRIBED BELOW, WHICH AFFECTS YOUR EMPLOYMENT. GENERAL INFORMATION 
CONCERNING YOUR EMPLOYMENT APPEARS ON THE REVERSE SIDE OF THIS FORM. 


S$. NATURE OF ACTION (stonderd terminology must be veed) EFFECTIVE 7. CIVIL SERVICE OR OTHER LEGAL AUTHORITY 
50 App. USC..2293(f ); FGvA Delegatio 
4 
maageted Spueistenet #2, Sept. 8, 1954; 5 USC 1082 (28) 





Industrial Production Specialist 


$50.00 per diem WAE or WOC 

(at option of appointee on date 
of reporting) 

Business and Defense Services 

Administration 


Emergency Operating Center 
(Classified) 


19. REMARKS: 
L. )-L a Beestiamateten df yeer probationary (or trial) period 
b. Service counting toward coreer (or permonent) tenure from: 
Seporctions: Show reasons below, as required. Check, If applicable: [_] & During probation [ _] & Prom eppetatmont of 6 monthe or tess 


*Item 6: 
This appointment will become effective only (1) upon proclamation of a civil 
defense emergency or upon an attack upon the United States and (2) upon your 
reporting for duty at your assigned duty station. 


Prior to the fulfillment of these two conditions you will not become an officer 
or employee of the United States. 


To be filled in upon appointee's reporting for duty: 
Date 6f reporting for duty: 


Appointee's choice on compensation basis: WAE Wwoc 


22. ebb 


21, OFFICE MAINTAINING OFFICIAL PERSONNEL FOLDER (if different than P, G. Asher 


Bem 10, cheve) Director of Administration 
23. DATE: 
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U. S. DEPARTMENT OF COMMERCE 
Business and Defense Services Administration 
Washington 25, D. C. 


PRODUCTION 
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Exusit BD 


EMERGENCY ASSIGNMENT 


1. As a member of the Business and Defense Services Administration 
(Department of Commerce) unit of the National Defense Executive Re- 
serve, you are a direct representative of the Administrator of BDSA, 
or its successor agency, in the performance of his functions under the 
Defense Production Act of 1950, as amended, and such other authority 
as may in an emergency be delegated to him. 

2. In the event of attack on the United States which prevents commu- 
nication (1) between you and the national headquarters of BDSA, or its 

tion director 
of BDSA, or its successor agency, for ¢ toi ich you are lo- 
cated, and (3) between you and the re; ' 


which you are located, yo 
government official havjay 
You are hereby authori 
and be entitled to all pri 
provided for Federal e : 

3. Pending receipt of instructions from the regional director of OCDM, 
the regional production director of BDSA, or the national headquarters 
of BDSA, or successor agencies, you will utilize your industrial experi- 
ence and managerial skills together with your Executive Reserve train- 


ing to maximize human survival and to assist in the recovery of your 
community and country under the direction of the Federal, State, or lo- 
ca! government official in charge. W4M 


Dated: May 11, 1959 H. B. McCoy, Administrator 
Business and Defense Services 
Approved: Administration 


= CQ Aforyh 


Leo A. Hoegh, Director 
Office of Civil and Defense Mobilization 
Executive Office of the President 


THIS DOCUMENT is the property of the United States Government. Its counterfeiting, alteration, 
or misuse is a violation of section 499, Title XVII, U.S.C. If found, drop in an callin. Return 
postage guaranteed. Return to Business and Defense Services Administration, U. S. Department of 
Commerce, Washington 25, D.C. 


ee nee ee oe ve ee ee No. C2- 


Kearer’s Signature 


POST-ATTACK INSTRUCTIONS 


1. Report tothe nearest Civil Defense Emergency Operating Center. 
2. Identify yourself as a BDSA Executive Reservist. 


3. Request that your availability be made known toOCDM regional 
headquarters. 


4. Pending receipt of instructions from national or regional head- 
quarters of BDSA or regional headquarters of OCDM, or their suc- 
cessor agencies, assist in the recovery of your community and coun- 
try in accordance with this emergency assignment. 


5. Follow instructions and guidelines contained in POST-ATTACK 
MANUAL FOR BDSA EXECUTIVE RESERVISTS. 


7116.5. Dept. of Comm—DC— 1959 
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Post-ATTACK MANUAL FoR BDSA ExrcurTive RESERVISTS 
1. INTRODUCTION 


This manual is being distributed to provide general guidance to members of 
the BDSA Executive Reserve with respect to their responsibilities in the event 
of enemy attack on the United States. Should such an attack occur, conditions 
would be fundamentally different from any that have existed in human experi- 
ence. Intense and vigorous efforts are being made to visualize the kinds of 
problems that would face the Nation. It is now felt that sufficient progress has 
been made in planning to meet post-attack production problems to permit the 
issuance of these instructions. 

This guidance applies to the period immediately following an attack on the 
United States. To the extent that national and regional Federal Government 
organizations can function and communicate, direction to the Executive Reserve 
will be given in terms of the problems as they actually exist. This manual pro- 
vides general guidance to assist Executive Reservists to contribute toward the 
achievement of Government objectives in the event that disruption of communi- 
eations and transportation makes it temporarily impossible to make Federal 
Government direction effective. Under these conditions much must be left to 
the individual initiative and executive judgment of the Reservist. He must 
earry his “Post-Attack Responsibilities” card in his wallet and the contents of 
this manual in his head at all times. 

Bach Reservist will note that the whole approach to providing for effective 
utilization of our production resources differs radically from that which char- 
acterized past war emergencies. In addition to the familiar top priority accorded 
to the production of weapons needed to prosecute the war, there is added at a 
level of equal importance the use of resources required for human survival and 
the restoration of vital public utilities and services. 

The BDSA Reservist must understand his role and his place in a post-attack 
government organization. The BDSA production Executive Reservist is charged 
with the responsibility of meeting needs by assisting in achieving maximum 
utilization of production resources. This manual provides general guidance 
with respect to the areas to which priority is to be given. In the civilian area, 
these are the rehabilitation of damaged survival item manufacturing plants, the 
delivery of production materials for the manufacture of survival items, and the 
restoration of public facilities. Within this group, however, there will exist 
many levels of relative urgency resulting from the varying effect an attack would 
have on different communities. 

Decisions as to the relative urgency of need in a community must be made 
by the community government. The BDSA Reservist is to seek out the com- 
munity government to ascertain civil defense and human survival needs and 
their relative importance. His basic job is to use his skill, experience, and 
knowledge to meet these needs as effectively as possible from available produc- 
tion resources. 

To the extent that this immediate post-attack job is accomplished with effec- 
tiveness, it will lead to the maximization of human survival and shortening 
of the period during which national and regional direction is inoperative. At 
the end of this period the Reservist will receive specific directions from the 
Federal production agency to replace the general guidelines given him in this 
manual. 


2. WHEN AND WHERE TO REPORT 


Utilizing your travel authorization as required, report immediately, in per- 
son, without being called, to the nearest Civil Defense Emergency Operating 
Center. Inform the official in charge of your status as an Executive Reservist 
by presenting your “Post-Attack Responsibilities” card, and request that your 
availability be made known to the OCDM Regional Headquarters. The Civil 
Defense Emergency Operating Center will provide communications facilities 
and will be the central point for information and for coordination of area 
activities to cope with the effects of the attack. 


8. DUTIES AFTER REPORTING 


Pending receipt of instructions from the OCDM Regional Headquarters, you 
will be expected to advise and assist the Civil Defense Bmergency Operating 
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Center concerning all production activities, including assessment and reporting 
of industrial damage and capability, industrial inspection and cannibalization, 
production expediting, materials distribution, and inventories. 


4. PRODUCTION POLICY FOR THE POST-ATTACK PERIOD 


Your advice and assistance will be directed to the production and construction 
objectives and programs listed in Items (1) through (7), below. In the event 
that priorities and allocation powers and related authorities vested in the 
Administrator of BDSA (or its successor agency) are delegated to you, they 
shall be used for the same objectives and programs. 

(1) Material required for the production of essential survival items set forth 
in the OCDM “Listing of Essential Survival Items.” 

(2) Equipment and supplies needed to maintain operations of essential 
services. These are: Transportation; communications; electric power; fuels; 
water and sewerage; hospital and health services; processing, storage and dis- 
tribution of food ; emergency shelter and community facilities; and maintenance 
and operation of essential Government services. 

(3) Material required for the production of military items determined by 
the Department of Defense to be required to prevent further injury to the 
Nation and for retaliation against the enemy or for related purposes described 
below. Any actions on your part for this purpose would be responsive to 
specific requests made by representatives of the Department of Defense or the 
Atomic Energy Commission. 

(4) Supplies and equipment needed to maintain Atomic Energy Commission 
operations and to meet requirements for the development and production of 
atomic weapons and of atomic materials and equipment needed for essential 
military purposes. 

(5) Supplies and equipment required for the operation or construction of 
facilities required for production of survival and support items, urgent military 
and atomic energy production, and for the operation of essential services. 

(6) Materials required for the production of supplies and equipment and con- 
struction of emergency facilities determined by the Regional Executives of the 
Office of Civil and Defense Mobilization as essential for civil defense purposes. 


(7) Emergency programs authorized by policy determinations issued by the 
Office of Civil and Defense Mobilization. 


5. YOUR RELATION TO CIVIL DEFENSE OR OTHER STATE AND LOCAL AUTHORITY 


The State and local governments or Civil Defense Emergency Operating 
Centers will direct the civil defense and defense mobilization activities within 
their jurisdiction and determine their requirements and the relative urgency 
of their requirements for the finished goods, such as survival items, which are 
needed to meet the emergency situation. 

The Federal Government will assist the State and local governments or Civil 
Defense Emergency Operating Centers as soon as possible after the attack. 
You will use your Delegation of Authority, when issued to you, to assist in 
accelerating the operations of productive facilities and to assure maximum 
utilization of products and materials in the production process to meet local 
needs as determined by the Civil Defense Emergency Operating Center or other 
duly constituted authority. The responsibility for the distribution of the 
finished manufactured products rests with the local community government. 


6. EMERGENCY ACTIONS AND REGULATIONS RELATED TO PRODUCTION 


It is planned to put the Emergency Regulations and Delegations named below 
into effect as required to meet the needs of the post-attack situation by National 
Headquarters of BDSA (or its successor agency) or by the BDSA Regional 
Production Representative if communications are disrupted. BDSA Regional 
Production Representatives have been provided with copies of the stand-by 
emergency regulations and have been delegated the authority, in the event 
communications are disrupted, to act for the Administrator and to exercise the 
priorities and allocations powers and related powers and authorities vested in 
him to carry out the basic policy described in Section 4 of this document. 

Emergency Regulation 1—Ratification of Previous Actions of BDSA. 
Emergency Regulation 2—Special Rules Applicable to Rated Orders and 
Authorized Controlled Material Orders. 
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Emergency Regulation 3—Self-Authorization Procedure for MRO and 
Capital Equipment Needed for Essential Facilities. 

Emergency Regulation 4—Self-Authorization Procedure for Production 
Materials Needed for Production of Essential Products. 

Emergency Regulation 5—Limitations on Shipments of Survival Items. 

Emergency Delegation 1—Delegation of Authority to Regional Produc- 
tion Directors. 

Emergency Delegation 3—Delegation of Additional Rescheduling Author- 
ity to the Secretary of Defense. 


7. REPORTING TO THE REGIONAL OCDM OFFICE 


When instructed to do so, you will report to the Regional OCDM Office. You 
will be expected to provide expert advice and assistance on production matters 
to the BDSA Regional Production Representative and the OCDM Regional 
Director, and will take actions under instructions of the BDSA Regional Produc- 
tion Representative. If communications with National Headquarters are dis- 
rupted, the BDSA Regional Production Representative will function under his 
emergency Delegation of Authority from the Administrator of BDSA with 
policy direction from the Regional Director of OCDM. If communications are 
not disrupted, the BDSA Regional Production Representative will carry out 
instructions received from National Headquarters and will cooperate fully with 
the Regional Director of OCDM. 

W. C. TRUPPNER, 
Director, Office of Industrial Mobilization Business and Defense 
Services Administration. 


Dated: May 11, 1959. 
Approved : 


H. B. McCoy, Administrator. 


Exursit F 


U.S. DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington, D.C., June 2, 1959. 

Dear BDSA Executive Reservist: As you know, we held our first national 
meeting of the BDSA executive reserve on May 12 and 13. Some 600 of our 
reservists found it possible to attend the 2-day session. Taking advantage of the 
presence of over one-half of our reservists in Washington, we distributed certain 
material which we feel will bring the BDSA executive reserve closer to opera- 
tional readiness in the event of an attack on the United States. Your copy of 
each of these documents is enclosed. 

During the conference, W. C. Truppner, Director of BDSA’s Office of Industrial 
Mobilization, explained to the reservists who were present the reasons why a 
revision in the administrative requirements for our executive reserve is neces- 
sary. In order to provide those reservists who did not have an opportunity to 
hear the explanation firsthand with the necessary background, there is enclosed 
a summary of Mr. Truppner’s remarks. As a part of the summary explanation, 
there is included a listing of the documents being sent you. Following each rele- 
vant document title, we are noting comments which the reservists found helpful 
in understanding the contents of the material. 

If, after reviewing this change, you have additional questions, please feel free 
to write to us. While it is obviously highly desirable to effect the change as 
rapidly as possible, we are not faced with any specific deadline dates to complete 
the actions. 

The reservists present at the conference together with members of other Govy- 
ernment agencies with mobilization responsibilities almost unanimously felt that 
the revision in handling the BDSA executive reserve program represents a sig- 
nificant breakthrough in our joint efforts to make the executive reserve a more 
effective organization to deal with the consequences of an attack on this country. 
I sincerely hope that you find it possible, if you have not already done so, to 
execute the appointment affidavits in order to effect your provisional postattack 
appointment as a Federal employee solely for the purpose of enhancing your 
mobilization potential in the event of an attack on the United States. 

Sincerely yours, 


H. B. McCoy, Administrator. 
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P.S.—This letter and enclosures are being sent to all BDSA executive reserv- 
ists whether they attended the conference or not. We hope those who attended 
will find the summary statement useful. 


BExurit G 


SumMARY ofr REMARKs or W. C. TrRUPPNER AT BDSA EXECUTIVE RESERVE 
CONFERENCE, May 12-13, 1959 


The Business and Defense Services Administration is entirely satisfied with 
the arrangements that have been made to utilize the services of the BDSA execu- 
tive reserve in the event of limited war. In this statement, the term “limited 
war” describes a conflict involving the military forces of the United States in an 
area of the world other than continental United States. 

The size, composition, and experience of the BDSA reserve is entirely adequate 
to meet a production agency’s needs under these conditions. Since the Govern- 
ment will be functioning under normal conditions, staffing of such an agency 
through ordinary procedures can take place in a normal manner. The original 
statement of understanding will be adhered to to the letter. In a limited war 
emergency, executive reservists will be expected to assume responsible positions 
in Government, upon request, unless there exist personal or company conditions 
which do not make this feasible. 

These conditions, however, do not characterize a situation which would be 
expected to exist in a general war or in the wake of an attack on this country. 
The term “general war” describes a situation in which the continental United 
States is subjected to enemy attack with either nuclear or nonnuclear weapons. 
Planning should assume the worst and hope for the best. The proposed changes 
in the administrative requirements for the BDSA executive reserve are limited 
solely to an attack situation. Conditions which we are taking measures to 
combat are as follows: 

The United States is subjected to severe nuclear attack. For some period 
of time, there is no effective Federal Government operating from Washing- 
ton in an administrative sense. When effective Federal Government direc- 
tion and administration is resumed, the first phase of the postattack 
situation for which we are planning has concluded and a new set of ground 
rules will govern. Widespread damage has been done to the country. 
Many of our large industrial centers have been destroyed by blast or 
burned. Radioactive fallout will blanket and render inoperable large land 
areas not subjected to direct blast damage. Casualties are substantial and 
numbered in many millions, The problem of human and national survival 
is not merely a Government problem ; it is everybody’s problem. The BDSA 
executive reserve is scattered throughout the country with some 15 per- 
cent not even located at the place our records show as their home base. 

It is clear that the degree to which a BDSA executive reservist can help in 
this situation is dependent upon himself and the steps which have been taken 
prior to the attack to permit him to be effective. One basic assumption under- 
lies our whole approach to the problem presented by the foregoing. We assume 
that under these conditions our people, our local community governments, would 
turn to our industrial executives for help. Industrial executives are in the 
business of organizing. They are in the business of dealing with new problems. 
They are in the business of dealing with people. This is the very kind of ex- 
perience and knowledge that would be at a premium for dealing most effectively 
with the consequences of an attack on our country. 

Our problem is not how to get our BDSA executive reservists into this situa- 
tion. This will take care of itself. Leadership is likely to be the scarcest of 
all commodities and the BDSA Reserve represents an important source of supply. 
In the face of this, our problem is to devise a means of making our reservists 
more effective in dealing with a postattack situation than they would be if 
they were not reservists. 

It seems clear that the key to the solution lies in the way that the adminis- 
trative and procedural details inherent in converting the Executive Reserve to 
an effective arm of the Government are handled. The very planning assump- 
tions set forth above make it abundantly clear that the immediate postattack 
phase has to be concluded before these administrative actions can be accom- 
plished by either the Government or the reservist. If the Government is not 
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functioning in an administrative sense, recruitment, swearing-in, delegation of 
authority from Washington, and the like cannot be accomplished until long after 
an attack. 

If this gap is to be filled, the conclusion is inescapable. The administrative 
actions required to make the BDSA executive reservists effective members of 
the Government must be completed before, not after, an attack. 

There are enclosed five documents designed to meet this need. These are 
listed below with comment which you may find helpful. (Reservists who at- 
tended the May 12 conference have already received these documents. ) 


1, Provisional postattack appointment statement—May 12, 1959 


This statement provides the necessary instructions for handling the Notifica- 
tion of Personnel Action (standard form 50) and Appointment Affidavits (form 
GA-482). Please read this carefully before completing form GA-482. This 
explanatory statement together with the attached forms is regarded by BDSA 
as constituting a revision of the original statement of understanding filed by 
each reservist. It is expected that reservists will handle it on this basis with 
their company officials unless this should be inappropriate, 


2. Notification of personnel action—standard form 50 


This form contains the machine signature of the Director of Administration. 
It is to be retained by each reservist. Note the two paragraphs in item 19, “Re- 
marks.” You will observe that two conditions must be met before the appoint- 
ment becomes effective. The second of these conditions always remains within 
the control of each reservist. 

With respect to item 9, series, grade, salary, there is entered “$50 per diem 
WAE.” WAE stands for “when actually employed.” Please note in paragraph 
4 of the provisional postattack appointment statement that reservists can waive 
such compensation on a post facto basis if they so desire, In this event, they 
will, in effect, serve on a WOC basis. This decision remains entirely in the 
hands of each executive reservist. 


8. Appointment afidavits—form GA-482 
This is a standard Government form which has been adapted for use by the 


BDSA Executive Reserve. You will note that because of the conditions set forth 
in section 19 of standard form 50 the filing of this affidavit does not affect the 
status of any executive reservist prior to fulfillment of the conditions set forth. 
This form should be completed immediately by each reservist in accordance with 
the instructions in the last paragraph of the May 12 statement. It is to be re 
turned to BDSA. 


4. Postattack responsibilities card 


Each reservist is to affix his signature in the space provided. This card has 
been designed to permit the reservist to carry it in his wallet. It is expected 
that the civil defense identification card previously issued to each reservist and 


bearing the same identifying number as the postattack responsibilities card will 
fit into the fold. 


5. Postattack manual for BDSA ewvecutive reservists 


This manual contains detailed instructions to the members of the BDSA 
Executive Reserve with respect to their responsibilities in the event of an attack 
on this country. It is designed to be used in conjunction with the postattack 
responsibilities card described above. 

In order to complete the description of the administrative actions being taken 
to make the BDSA Executve Reserve operationally effective in the event of 
attack, there is set forth below the relevant paragraphs of BDSA emergency 
delegation No, 1, at present being issued to regional production directors of the 
Business and Defense Services Administration, or its successor agency. 

“1. In the event of attack upon the United States each regional production 
director of BDSA will exercise, within his region, control in the interest of 
national defense of the production, distribution and use of all materials and 
facilities as defined in the Defense Production Act of 1950, as amended, except: 

“(1) Food and the domestic distribution of farm equipment and commer- 
cial fertilizer ; 

“(2) Petroleum, gas, solid fuels and electric power ;-and 

“(3) The use of domestic transportation, storage and port facilities. 


48406—60——11 
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“2 Pursuant to Executive Order 10480, as amended, Defense Mobilization 
Order I-7, as amended, and Department of Commerce Order No. 152, as revised 
and amended, with respect to the materials and facilities as set out in the pre- 
ceding paragraph, and for the purposes therein set forth, each regional produc- 
tion director of BDSA, within his region, is hereby delegated, with power to 
redelegate, the priorities and allocation powers provided in section 101(a) of the 
Defense Production Act of 1950, as amended, together with such other priorities 
and allocation and related power and authority as may hereafter be vested in the 
Administrator of the Business and Defense Services Administration or its suc- 
cessor agency. In connection therewith, there is hereby delegated the power 
and authority provided in sections 704, 705, and 706 of the Defense Production 
Act of 1950, as amended. 

“3. The delegations provided for in paragraphs 1 and 2 to each regional pro- 
duction director of BDSA shall be exercised only during such periods of time 
as communications between such regional production director and the national 
headquarters of BDSA or its successor agency are inoperative. 

“4. In any region in which a regional production director of BDSA has not 
been appointed, but only until such time as one has been appointed, the Assistant 
Director for Resources and Production of OCDM for that region is designated 
the Acting Regional Production Director of BDSA. 

“5. The authority herein delegated shall be exercised in conformity with 
policies, rules, regulations and orders of the Office of Civil and Defense Mobili- 
zation and the Business and Defense Services Administration, or their successor 
agencies. 

“BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
_ , Administrator.” 


To summarize, priorities and allocation authority with power of redelegation 
will flow from the OCDM regional offices in the event of attack. Executive 
reservists will automatically become Government employees under the same 
condition as soon as they report to the emergency operating centers.* Authority 
to exercise the priorities and allocation powers will be redelegated to the reserv- 
ists at the emergency operating center as appropriate. 

At this point, the Executive Reserve is transformed into an official emergency 
production agency staff armed with appropriate authority to permit it to dis- 
charge its responsibilities. Each reservist will operate in his own community 
until such time as he may be instructed to report to the regional OCDM office. 
The composition of the OCDM regions and the addresses of the regional offices 
are shown in the BDSA Directory of Executive Reservists dated April 15, 1959. 
For some time, however, it seems clear that reservists will be far more useful 
in conducting operations in their own community than they would be if located 
at the site of a regional office. 

It is hoped that the procedure set forth above fills the gap which has existed 
heretofore in making the BDSA Executive Reserve an effective Government 
instrument in the event of attack. These steps represent the breaking of new 
ground for the Government as well as the members of our Reserve. If the fore- 
going explanation does not suffice to answer ai! questions regarding this proposal, 
please feel free to write to the Office of Industrial Mobilization, Business and 
Defense Services Administration, for additional information. 

Please detach the preaddressed buff card attached to the enclosed material and 
return it to the same office to signify that you have received this material and 
to permit us to keep our records up to date. 


WEATHER BuREAU—SUMMARY REPORT ON MOBILIZATION ACTIVITIES 


Programs performed by the Weather Bureau in the areas of civil defense and 
defense mobilization are limited to the support of civil defense activities and 
agency readiness. These programs are reported upon below under the appro- 
priate sections of the outline suggested by the Joint Committee on Defense Pro- 
duction. 


1 Information regarding the location of the emergency operating centers will be sent to 
reservists at a future time. 
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1. Mobilization programs conducted by your department 
Programs conducted in support of civil defense are: 
(a) Meteorological consultant service to OCDM. 
(b) The fallout forecasting (U.F.) program. 
(c) Radiological monitoring observations. 


2. The authority from which your department derives iis powers for such pro- 
grams 
Programs (a) and (b) are performed under the authority of OCDM. delega- 
tion No. 3 and (¢e) under a cooperative agreement. 


8. A summary of each program 


(a) The capability for providing meteorological support to the national and 
regional offices of OCDM is maintained through the assignment of meteorological 
consultants to those offices. 

(b) Estimates of areas likely to receive radioactive fallout in the event of 
nuclear explosions derived from an interpretation of the meteorological factors 
affecting the deposition of particulate matter are made and distributed nation- 
ally for 65 observing points twice per day. For 20 of the observing points, these 
services are performed 4 times per day. These estimates, properly charted and 
interpreted, can be applied to any point in the United States. 

(c) Under cooperative agreement with OCDM, the Weather Bureau par- 
ticipates in the Federal fixed station fallout monitoring network. About 279 
field stations have now been supplied with monitoring equipment and personnel 
trained in their use. Approximately 30 additional offices will joint the network 
as soon as instruments become available. This program operates on a minimum 
basis of one monitoring reading per week to maintain familiarity of the personnel 
with procedures and to check operability of the instruments. Coincident with 
an alert or emergency, readings will be taken hourly. 


4. A summary on the effectiveness of the programs 
Programs (@) and (6) have been evaluated through the annual Operation 
Alert exercises and judged very effective. Program (c) was tested in two 
OCDM regions during Operation Alert 1959 and the results were very favorable. 
5. A statement on the current need for the programs 
Programs (a), and (b), and (c) are essential if an all-out effort is to be made 
for civilian survival in event of a nuclear attack. 
6. A summary of the programs as related to small business 
Not applicable. 
7. Major problems which now confront your department in carrying out mobdili- 
zation programs 
The major problem encountered in carrying out mobilization and civil de 
fense programs with which this Bureau is concerned is the availability of funds 
for these purposes. 
8. Changes in mobilization planning and readiness measures to meet future 
emergencies 
None. 


9. Progress achieved in the continuity of production, and dispersal of industry 
Not applicable. 


10. Summary of any standby programs for any future emergency 

Plans are being developed in coordination with the military to provide for the 
control of weather information in time of war. 
11. Changes in organization during the past year 

None. 


12. Future objectives 


An immediate objective for emergency readiness by the Weather Bureau is the 
stockpiling of upper air observational supplies sufficient to maintain that essen- 
tial program for a 3 to 6 months’ period immediately after attack. Funds are 
being requested in 1961 budget estimates to accomplish this. Previous requests 
have been disallowed. 
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13. Availability of funds for defense needs 


No special funds have been provided the Weather Bureau for defense needs 
except under the delegation from OCDM. 


14. A description of the manner in which your mobilization programs fit into a 
a defense plan, and the objectives to be achieved 


Weather Bureau plans for operation in a war emergency are pointed toward 
maximum support of the military forces. Continuous coordination is affected 
in this area through Weather Bureau representation on the joint meteorologi- 
eal group of the Joint Chiefs of Staff. Another objective is assistance to civilian 
survival efforts. 


15. Such other information as may appear pertinent in summarizing your mo- 
bilization activities for the past year 


None. 


CoAst AND Gropetic SurvVey—Report ON MosILizATION ACTIVITIES 


1. Mobilization programs eonducted.—Mobilization planning; continuity of 
direction ; cadre to OCDM site; alert exercises; relocation sites; remote storage 
of essential records ; civil defense training ; and identification cards. 

2. Authorities——-DMO I-8, 19 F.R. 875, February 16, 1954 (par. 2(i)), “As- 
signment of Defense Mobilization Responsibilities to the Department of Com- 
merce;” Regulations Governing Cooperation of the Coast and Geodetic Survey 
with the Armed Services (under authority contained in sec, 16. of the act of 
May 22, 1917 (40 Stat. 88) ) ; and, Department Order No. 161. 

3. Summary of each program.—Mobilization planning is primarily to provide 
for continuity of essential functions. Continuity of direction is provided by a 
designated succession to command and naming of cadres and key groups for 
relocation purposes. 

Cadre to OCDM site provides part-time continuity at a relocation site and 
training and liaison at a high level. 

Alert exercises provide practice operations at relocation sites. 

Relocation sites provide alternate sites for continuity of essential functions. 

Remote storage of essential records provides dispersal of these records, and 
reasonable assurance that in the event of widespread destruction there will be 
sufficient basic records available to continue essential functions. 

Civil defense assignments include first aid, rescue, wardens, firefighters, and 
radiological defense. 

Identification card program consists of issue and control of civil defense 
identification cards to key relocatees and civil defense personnel. 

4. Summary of effectiveness of the programs.—C&GS has a mobilization plan 
for the continuity of essential functions. The plan includes occupation of a 
relocation site, standby emergency orders, an order of succession, and a reloca- 
tion manual. The plan would be more effective if the headquarters and pro- 
duction plant were moved to a safe minimum distance from probable target 
area. 

Operation Alert exercises are effective for training of selected key personnel, 
and for determining problems and inadequacies of use of relocation sites. 

The essential records program is one of this Burean’s most effective items of 
preparation for emergency. Separate color pulls of all nautical and aero- 
nautical charts which are printed, and copies of geodetic, tidal; and other geo- 
physical data are sent to these dispersed depositories. 

5, Current needs for the programs.—Programs are needed as preparation for 
emergency and mobilization situations. 

6. Programs as related to small business.—There is no direct relation of these 
programs to small business. 

7. Major problems.—The major problem is that of obtaining adequate litho- 
graphic printing facilities and supporting supplies and equipment outside of 
target areas. 

8. Changes in mobilization planning and readiness measures to meet future 
emergencies—A cadre of top executive personnel has been designated and 
trained for duty at OCDM site. One of the major mid-continent essential record 
storages has been moved to a hardened site. 

9. Progress in continuity of production and dispersal.—A major essential func- 
tion of the Coast and Geodetic Survey is the production of nautical and aero- 
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nautical charts. Essential records for production are adequately dispersed. 
Essential facilities for chart production are not adequately dispersed. Survey 
and data collecting activities (survey ships and field parties) are adequately 
dispersed. 

10. Standby programs.—All above programs are active. There are standby 
orders and instructions, but no standby programs as such. 

11. Changes in organization—The only change in organization has been desig- 
nation of a cadre for duty at OCDM site. 

12. Future objectives.—Movement of headquarters office and chart produc- 
tion plant to a point on the outskirts of Washington which is outside the probable 
target area. 

13. Availability of funds—No funds have been appropriated directly for de- 
fense needs. Costs to date have had to be absorbed. This has limited program. 

14. Programs fit into defense plan.—Program is consistent with the national 
plan for civil and defense mobilization. Its principal objective is to provide for 
continuity of essential functions. 


BuREAU OF THE CENSUS—REPORT OF ACTIVITIES RELATED TO MOBILIZATION 
PROGRAMS 


1, Although the Bureau of the Census does not have direct program responsi- 
bility under the Defense Production Act, it is responsible for providing special- 
ized services in support of the programs of other agencies. In furtherance of this 
objective, mobilization functions of the Bureau fall into two broad eategories : 

(a) Activities conducted under the continuity of Government program which 
involves emergency planning for the carrying on of essential functions during a 
period of national emergency ; and the training of key personnel in civil defense 
measures including radiological defense, first aid, light rescue work, and so forth. 

(b) Activities undertaken on a reimbursable basis for agencies which have 
primary responsibility for defense and mobilization programs under the Defense 
Production Act. These statistical support activities are described more fully 
below. (See par. 3.) 

2. (a) Authority for emergency planning activities under the continuity of 
Government concept is derived from DMO I-8 of February 16, 1954. 

(o) Authority for undertaking activities on a reimbursable basis for other 
Federal agencies is derived from 31 U.S.C., sec. 686. 

3. The mobilization activities of this Bureau may be summarized briefly as 
follows: 

(a) Under the national plan for civil defense and defense mobilization, the 
Bureau of the Census is responsible for conducting censuses and surveys of popu- 
lation, housing, agriculture, industry, business, State and local governments, 
and other fields, as required for postattack damage assessment, and surviving re- 
source evaluation. As a result, emergency planning activities are designed to 
develop and maintain readiness to insure the continuity of essental functions in 
the event of attack upon the United States. These activities include the train- 
ing of key personnel and executive reservists, the reproduction and safe stor- 
age of essential Census records, and the participation in test exercises con- 
ducted by the OCDM. 

(b) The statistical support projects undertaken by the Census Bureau on a 
reimbursable basis during the past year will be reported by the primary agencies 
concerned. It may be of assistance to the committee, however, to describe these 
activities briefly in this report since they are illustrative of the kinds of special- 
ized services which Census is uniquely qualified to supply in the defense and 
mobilization effort: 


(1) For the Office of Civil and Defense Mobilization 


(a) The Census Bureau undertook a project to update industrial production 
data for some 29,000 large (over 100 employees) manufacturing establishments. 
This work, which involved also the assigning of accurate geographic locations 
to each of these plants, was done for the National Damage Assessment Center 
of OCDM. The results have been transferred to NDAC on magnetic tapes for 
use in electronic computer systems. 

(b) The Census Bureau continued its annual survey of State and local govern- 
ment expenditures for civil defense acivities. In addition to expenditures for 
various kinds of civil defense undertakings, this survey also includes informa- 
tion on personnel assigned to CD projects and the number of State and local 
government workers trained in CD measures. 
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(2) For the Business and Defense Services Administration 


The Census Bureau assisted BDSA in a large-scale mail canvass of production 
capability and existing stocks of some 500 critical survival items. In fiscal year 
1959, some 127 surveys were undertaken at the manufacturing level, and 8 sur- 
veys were completed at the wholesale level. Census participation included the 
establishing of mailing lists, the mailing of schedules, the tabulations of results, 
and the geographic identification of the production facility or existing in- 
ventory. 


NATIONAL BuREAU OF STANDARDS 


The National Bureau of Standards has no responsibilities stemming specifi- 
cally from the Defense Production Act. It has functions designated by OCDM 
as essential to be continued in an emergency, consisting of the provision and 
ealibration of standards for military and essential civilian production, and the 
provision of specialized services for DOD, OCDM, and other agencies on mili- 
tary materials, restoration of industrial potential, and evaluation of devices, 
proposals, etc. Its report is, therefore, confined to a brief outline of emergency 
plans and comment on planning for relocation of the establishment. 

The emergency organization, functions, and authorities of NBS have been 
described in detail in Emergency Planning Order 1-12 of the Department of 
Commerce, dated June 26, 1957. Essentially this order provides an emergency 
readiness organization responsible for insuring advance preparations to move 
quickly into emergency operations, for discontinuing nonessential operations, and 
for providing interim supervision following an emergency. (This organization 
currently superimposed on the Bureau’s regular structure might largely be con- 
tinned during the emergency operation stage should NBS be permanently relo- 
cated to Gaithersburg, Md., prior to an emergency.) An emergency operations 
organization has been designated to restore operation of essential functions 
following an emergency. It consists of a liaison staff at the emergency relocation 
headquarters of the Department of Commerce, a staff at the Boulder Labora- 
tories of the Bureau at Boulder, Colo.,, and other components at a site or sites to 
be selected. 

In our last year’s report we pointed out that the appropriation of funds for 
production of detailed architectural and engineering designs for the new facility 
to be built at Gaithersburg, Md., goes a long way toward assuring postattack 
survival of NBS as a functioning organization. While the funds for construc- 
tion of the new site have not as yet been made available, the authorized planning 
work is proceeding as rapidiy as possible. 


AGRICULTURE DEPARTMENT 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., September 28, 1959. 
‘Hon. Pau. Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D.C. 


Dear CONGRESSMAN Brown: In response to your request of August 10, 1959, 
“we are pleased to submit to you the Annual Report of Defense Activities of the 
U.S. Department of Agriculture, September 1958—-September 1959. The report 
‘has been developed in accordance with the outline you suggested and summarizes 
programs carried out under the Defense Production Act as well as related defense 
activities. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


I. DEFENSE MOBILIZATION PROGRAMS OF THE DEPARTMENT OF AGRICULTURE 


Defense mobilization’ and civil defense programs of the Department of Agri- 
culture are directed toward the development of plans for the handling of food’ 
as a resource and measures to assure adequate production, equitable distribution 


1 Food is defined to include all commodities and products that are capable of being con- 
sumed by humans or animals, as well as fats and oils, naval stores, tobacco, wool, mohair, 
cotton, hemp, and flax fiber until they lose their identity as agricultural commodities, 
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and wise use of food supplies in an emergency period; plans for defense against 
biological and chemical warfare and radioactive fallout in relation to crops and 
livestock and certain other areas; and plans for defense against rural fires re- 
sulting from attack. Many of the Department’s defense responsibilities parallel 
closely its normal peacetime functions which can be tailored to emergency use 
with little adaptation; other responsibilities involve more specialized preparation 
and study. 
Il. AUTHORITIES 


Defense programs carried out under the direction of the Secretary of Agri- 
culture have been assigned through Executive orders and delegations under the 
Defense Production Act, the Federal Civil Defense Act, the Universal Mili- 
tary Training and Service Act, the Reserve Forces Act of 1955, the National 
Security Act, the Export Control Act, the Strategic and Critical Materials Stock- 
piling Act, and the Department’s own enabling legislation. 


III. SUMMARY OF PROGRAM ACTIVITIES 


A. PLANNING FOR EMERGENCY USE OF FOOD RESOURCES 


1. Review of supply-requirements situation 


A review was made of the supply-requirements situation for major agricul- 
tural products as reflected after the July 1959 crop and stocks reports. The 
review indicates prospects for at least adequate supplies of all important types 
of crops and livestock products. Livestock production is expected to be at or 
near record high levels. However, the large stocks would provide a valuable 
reserve food supply if this Nation were attacked. Heavy production of corn, 
wheat, and grain sorghums continues to increase surpluses of food and feed 
grains. A large supply of fats and oils is assured by the expected cotton and 
soybean crops and there are prospects of very high pork and lard production 
during the coming year. Crop prospects also indicate adequate supplies of 
fruits, vegetables, and specialty crops. 

Based on supply-requirements studies, projections are made for emergency 
conditions. Problem areas are discovered and remedial action planned. 

Basic food commodity data resulting from the supply-requirements review form 
an integral part of the records maintained at the Department’s relocation site, 
and would be useful in carrying out emergency food operations. These data 
are supplemented by information on uses and substitutes and domestic and 
foreign sources of supply. 


2. Protection of Government-owned food stocks 


An annual review of the location of CCC stocks as of December 31, 1958, 
indicated that a very high proportion of the Government-owned stocks were in 
areas of relatively low vulnerability to attack. The Commodity Credit Corpora- 
tion continues to follow its policy of minimizing its holdings in large cities con- 
sidered to be vulnerable in case of attack on this country, whenever this can be 
done without materially increasing storage and handling costs. 

During the past year, stocks of grain owned by CCC have increased, but 
smaller proportions of the grains are in vulnerable areas. Percentages of 
CCC grain stocks in vulnerable areas on December 31, 1958, were: Corn 5.4 
percent, wheat 18.1 percent, rice 50.8 percent, dry beans, 4.1 percent, and other 
grains 14.6 percent. CCC stocks of dairy products are currently relatively 
small. On December 31, about 41 percent of these stocks were in the more vul- 
nerable areas, reflecting largely the location of much of the cold-storage capacity 
in such areas. Less than 15 percent of the CCC-owned cotton stocks were in 
vulnerable areas. 

Stocks owned or under loan by CCC as of December 31, 1958, represented more 
than 2 years’ domestic civilian use of wheat, over three-quarters of a year’s 
supply of cotton, nearly a year’s supply of rice, over a year’s supply of grain 
sorghums and nearly 6 months’ domestic supply of corn. Dairy products owned 
by CCC represented only a few days’ production. A copy of the December 31, 
1958, report is attached (exhibit 1). 


8. Guidance to farmers and the food industry 


During the year, work began on a program aimed at assuring continuity of 
farm production in an emergency. The program is designed to carry mobiliza- 
tion planning to the farmer through established informetion and educational 
agencies of the Department. 
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Defense planning work during the year included contacts with the food indus 
try to bring about a better understanding of emergency problems which would 
be faced both by industry and the Department. 

Meetings have been held throughout the country with representatives of the 
baking industry on the subject of defense and emergency feeding. Also attend- 
ing these meetings were members of industries who furnish ingredients and 
equipment to the bakeries. 

A policy regarding the consultation with and use of industry advisory com- 
mittees for defense planning purposes was adapted and set forth in Secretary’s 
Memorandum No. 1422. (See exhibit 2.) 


4. Standby plans and orders 


Orders which would enable the Department to carry out emergency respon- 
sibilities have been prepared and continue to be maintained on a standby basis. 
During the year standby orders controlling the emergency distribution and use 
of fertilizer and farm equipment have been revised to insure maximum use- 
fulness. 

The collection and maintenance of appropriate statistical data necessary in 
the formulation of standby food stabilization measures has continued. 


5. Nonfood materials and facilities 


As food cannot be produced, processed, or distributed without the use of 
manpower, chemicals, production and processing machinery, packaging materials 
or transportation, these items are of primary importance to agriculture. A 
review of the supply and requirements situation for these nonfood materials and 
facilities as they relate to agriculture is maintained by the Department. A sum- 
mary of the current situation is attached (exhibit 3). 

Should an emergency occur, the Department would serve as claimant for these 
requisites. In order to prepare for this eventuality, close cooperation is main- 
tained between the Department and such resource agencies as the Departments 
of Labor, Interior, and Commerce. This relationship is essential to planning an 
adequate postattack food supply program. 

Following are highlights of activities during the year in the area of nonfood 
materials and facilities. 


Farm equipment 


Efforts have been made to improve defense planning data for various cate- 
gories in this field. The 1960 Census of Agriculture will obtain information 
more helpful to the mobilization planning base, as well as being equally usable 
in regular programs of the Department. It is hoped that more definitive import 
data will be available. These are needed and could become of greater importance 
if the apparent trend toward increased imports of tractors becomes a reality. 

Additional studies have been made which improve our ability to forecast 
emergency needs. During the year, tentative requirements were developed for 
replacement petroleum fuel storage tanks for food production. There has been 
a definite need the past few years for these requirements, 

Replacement requirements were estimated for farm-to-market milk truck 
chassis and tanks. 

A study of the kilowatt hours of energy required per unit for processing vari- 
ous kinds of foods was completed during the year. The results will be used in 
determining energy requirements for processing fixed quantities of a given food. 

A study was made on the role the Department should have in the distribution 
of petroleum products to farmers for food production in an emergency. 


Food processing, containers and packaging materials 


Test exercises have shown that our capability to supply food to survivors 
following a nuclear attack would be limited by the inadequate supply of suitable 
containers for harvesting, processing, and shipping the food from the producer 
to the consumer. In light of this, the Interdepartmental Committee on Essential 
Survival Items gave approval to the proposal that food containers be added to 
the list of essential survival items. 

The Department actively participated in developing the data necessary in 
initiating surveys in the container field, limited at this time to metal cans, glass 
containers, and closures. 

In cooperation with the Department. of Commerce and the industry, plans 
have been made to obtain information from industry which, when compiled, will 
form the basis of any recommendations that may be considered necessary in 
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assuring maximum survival of the industry and supply of the container items in 
the postattack period. Progress made up to this time is highly satisfactory. 

A pilot study has been initiated with one segment of the container industry 
which has production facilities dispersed throughout the United States. This 
study is designed to determine the extent to which postattack production would 
be influenced by problems of transportation of the basic material to the plant, 
storage, stocks, equipment maintenance, power, water, labor, and distribution. 
It is believed that the results of this study and the problems involved in an 
emergency would be similar to those of many other major production segments 
of the food container industry. The progress in this study is satisfactory. 


Agricultural chemicais 


Agricultural chemicals would be essential in a defense emergency to pro- 
duce and protect food for survival. To maintain current data for defense 
planning in this field, evaluation of the supply and requirements picture for 
fertilizer and pesticides was continued during the year. Future trends in fer- 
tilizer consumption and methods of determining them were studied. Statistical 
data were brought up to date in “The Fertilizer Situation for 1958-59” and 
“The Pesticide Situation for 1958-59.” Requirements data were accumulated 
for chemicals for other agricultural purposes such as animal feed supplements. 

Since pesticides are required for both food production and health protection, 
the Department is cooperating with the Department of Health, Education, and 
Welfare in the consideration of mutual problems relating to these materials. 

In an emergency the dispersal of current information would be advantageous. 
Fertilizer supply data for the United States were furnished to the food and 
agriculture organization and to the Organization for European Economic Co- 
operation for their summaries of the world situation. Likewise, pesticide con- 
sumption data were supplied to FAO. 

Efforts are being made continually to improve the basic sources of chemical 
data. The Bureau of the Census was advised as to the effects of certain pro- 
posed changes in its import classification for fertilizer and pesticidal materials. 

During the last decade, many new pesticides have come into extensive use. 
These materials are now of much interest statistically. The pesticide tables 
carried annually by “Agricultural Statistics,” therefore, have been enlarged in 


scope with particular attention to those materials in greatest present use. 


Rural electrification 


During the year the Rural Electrification Administration surveyed rural 
electrical and telephone borrowers plant requirements for future years. These 
surveys provide information on the facilities which borrowers must build to 
provide dependable electrical and telephone service in rural areas. In a period 
of national emergency, these estimates will be used in determining materials 
requirements and in developing plans for materials allocation. 


Forest Service 


Collection of forest survey information on forest resources and timber indus- 
tries in the United States was continued, obtaining basic information useful 
for emergency timber production programs. Additional comprehensive reports 
on forest resources and forest industries in various foreign countries were pre- 
pared. Under contract with the Department of the Air Foree, work continued 
on special photointerpretation keys. 


6. Manpower 


The development of a reliable seasonal farm labor force and of effective 
programs to assure adequate labor at the places and time needed is an impor- 
tant part of manpower mobilization activities. It is important that manpower 
agencies have knowledge of agriculture’s manpower requirements and give recog- 
nition to such requirements in the development of standby programs. 

During the year, close working relationships were maintained with the man- 
power agencies. Participation in the activities of the President’s Committee 
on Migratory Labor continued as well as representation on the Manpower Policy 
Committee of OCDM and the Interdepartmental Committee on Essential Activy- 
ities and Critical Occupations. 

Many petitions, letters and telegrams have been received in this Department 
on the subject of proposed revised regulations governing the interstate recruit- 
ment of domestic workers, and recommended extension of the minimum wage 
and overtime provisions of the Fair Labor Standards Act to agricultural employ- 
ment. The objective of these proposals is to make farm employment more 
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attractive to domestic workers in order that the importation of foreign workers 
can be reduced to a minimum. 

The Department was represented at nationwide farm labor conferences in 
Los Angeles in February and in St. Louis in April. Methods were discussed 
for improving the effectiveness and stability of the domestic farm worker pro- 
gram, living and working conditions for seasonal hired workers, housing, sanita- 
tion and continuity of employment, especially for migrant farm workers. 

Representatives of the Department worked closely with a committee com- 
posed of religious groups in the development of a basic statement on the hired 
farm work force. This information is intended to serve as a guide to rural 
ministers for their participation in community programs for hired farm workers 
since the hired farm work force is an important segment of the community popu- 
lation in many areas. The church is recognized as an important force in 
molding public opinion and can, therefore, contribute to the effectiveness of the 
farm labor force in the community and in getting community action, especially 
in the solution of migrant farm labor problems. 

The need for continuing authority to use Mexican national farm workers 
for fire fighting by the Forest Service was presented to the Assistant Secretary 
of Labor for consideration during the current discussions of the international 
agreement. These farm workers have rendered valuable service in this capacity 
in the past and their continuing use is extremely important in those areas where 
they have been contracted for farm work. In case of a national emergency, this 
source of labor may prove to be an extremely valuable supplement to limited 
supplies of domestic workers. Their use, as was true during World War II, 
would probably be extended to industrial types of employment. 

A comprehensive program of research and service work on all aspects of farm 
labor was continued during the year, including: (1) Annual estimates of hours 
of farmwork; (2) annual estimates of labor productivity; (3) studies of 
employment and movement of migratory farmworkers; (4) studies in manpower 
resources in low income and labor surplus areas; (5) survey of labor used and 
other aspects of production of truck crops; (6) surveys of operations under- 
going mechanization; (7) estimates of future need for seasonal and migratory 
workers; and (8) estimates of per unit labor requirements for specific farm 
enterprises. These projects provide data useful in appraising the current farm 
labor situation and in estimating emergency manpower requirements. 


B. DEFENSE AGAINST BIOLOGICAL AND CHEMICAL WARFARE AND RADIOACTIVE FALLOUT 


At the request of the Committee on Civil Defense of the American Chemical 
Society, information on biological and chemical warfare defense was presented 
on April 24. The briefing, in addition to Department representation, included 
information from the Department. of Health, Education, and Welfare and the 
Department of Defense. Representatives from the Civil Defense Committee of 
the American Medical Association and the Office of Civil and Defense Mobiliza- 
tion also attended. 

An Interagency Committee on Chemical and Biological Defense was estab- 
lished by the OCDM with the Department representative being selected from 
Agricultural Research Service. Meetings were held in April and June to develop 
and establish the terms of reference of the committee. 

In January a meeting took place between representatives of the Departments 
of Agriculture, Health, Education, and Welfare, Defense, the Office of Civil and 
Defense Mobilization, and the Institute of Food Technologists. The purpose of 
the conference was to discuss the vulnerability of the food industry to attack from 
biological and chemical warfare and measures to reduce such vulnerability. The 
meeting revealed that considerable progress has been made in recognition of 
the problem and in doing something about it. It appeared that more will be 
done, particularly if funds requested for the fiscal year 1960 are made available. 

As outlined in Secretary’s Memorandum No. 1480 (exhibit 4) agencies within 
the Department have been assigned responsibility concerning a nationwide 
monitoring system on radioactive fallout affecting areas related to food and 
agriculture. 

A training program is being established and initially the Department will 
train personnel to man the 450 stations. Three training courses for instructors 
have been scheduled during October and November and will include the use of 
monitoring equipment and the interpretation of the relationship of various 
radiation intensities to land use and crop management. As additional instruc- 
tors are qualified, the program will be extended to insure trained personnel for 
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all fixed monitoring stations by the end of fiscal year 1960. However, such 
training of personnel for the fixed monitoring stations is dependent upon the 
availability of funds. 

Other radiological defense monitoring training included courses for Department 
livestock regulatory officials having a nationwide responsibility for the health 
of livestock and the wholesomeness of food products derived from these animals. 
This radiological defense training will develop a capability that will help to 
assure a minimum loss of productivity of livestock and livestock food products 
and a maximum salvage of these resources in areas experiencing radioactive 
fallout. 

Training courses in radiological monitoring given by OCDM and the Depart- 
ment of Health, Education, and Welfare, as well as other Federal and State 
agencies, are being utilized wherever possible to secure additional knowledge in 
this field. However, training given by other departments and organizations is 
expected to lack information on many agricultural problems that must be met 
in case of emergency. 

The Department has prepared a working draft of a publication entitled “Radio- 
active Fallout in Time of Emergency, Effects Upon Agriculture” to supplement 
Farmers’ Bulletin No. 2107, “Defense Against Radioactive Fallout on the Farm,” 
revised May 1958. The publication describes the potential problems that would 
arise on the farm from a nuclear attack on this country and contains informa- 
tion on the measures that should be carried out by farmers to protect, insofar as 
possible, farm families, livestock, and other essential agricultural resources from 
the fallout hazard. It also deals with the immediate effects of fallout and the 
long-term hazards associated with iodine 131 and strontium 90. The material 
is directed to agricultural officials to whom the farmer looks for help and 
guidance. It is expected that the publication will be prepared for final review 
by the several agencies concerned with this field of activity in the near future. 

Research has continued on means of reclaiming soil contaminated with radio- 
active materials and the movement of radioisotopes through the soil and into 
the plants. Preliminary results on the project dealing with the reclamation of 
soil have been developed and reported. 

Progress has also been made in the study designed to determine if radioactive 


materials ingested by the dairy cow and goat may be excreted in the milk or 
altered by dietary procedures. 

Arrangements were made with the Public Health Service to obtain copies of 
monthly reports on radioactivity levels of milk collected at sampling stations 
located in different parts of the country. This information and other informa- 
tion concerning radioactivity levels in milk is reviewed currently as received. 


C. RURAL FIRE DEFENSE 


Further work on an operational rural fire defense plan is pending completion 
of the fire defense annex to the national plan for civil defense and defense 
mobilization. Several State rural fire defense plans were brought up to date. 
Forty-one States (including Hawaii) have completed plans. 

The Department is represented through the Forest Service on the Committee 
on Fire Research and Fire Research Conference group of the Academy of 
Sciences-National Research Council. ‘This group is now sponsored jointly by 
the Office of Civil and Defense Mobilization and the Departments of Defense 
and Agriculture as the agencies most interested in a more complete under- 
standing of mass fire behavior. Its purpose is to stimulate basic research in the 
free burning fire since this has previously been a neglected field. 

To provide international exchange in this field, a number of foreign scien- 
tists are being invited to participate in a symposium being arranged by the 
Fire Research Committee in November 1959. The theme of this symposium is 
to be “the use of models in fire research.” Scientists from England, France, 
Germany, Japan, Canada, and probably Russia will participate. 

Closely allied to the rural fire defense area are two research projects that are 
how underway through contractual arrangements between the Forest Service 
and OCDM. The first is a fire model project conforming closely to approaches 
recommended by the Fire Research Committee. This has made good progress 
and is being followed with great interest by scientists in flame and combustion 
research and other related fields. A progress report will be presented at the 
November symposium. ‘The second project is designed to test the effect of fire 
on the safety of personnel in standard shelters. Both are being carried out in 
California. A test area near Berkeley, Calif., has been selected for the shelter 
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project. It is the site of a reservoir and the fuels cleared from the area will be 
utilized for the burning tests. These tests will probably be carried out in 
October. 


D. PLANNING TO INSURE CONTINUITY OF ESSENTIAL DEEARTMENT FUNCTIONS 


The Department’s national organization for defense was reviewed. Empha- 
sis was placed on the development of broad plans for an emergency field organ- 
ization. When finalized, these field organization plans will represent an impor- 
tant forward step in the improvement of the Department’s emergency capa- 
bilities. 

- Communications and records drills continued throughout the year to train 
personnel and test emergency procedures. 

Delegation of emergency radiological monitoring responsibilities is discussed 
in part I1I-B. 

Preliminary discussions have been held regarding the role of the Coopera- 
tive Extension Service in the defense planning field. 


E, RELATED DEFENSE ACTIVITIES 


This section is concerned with activities which are broadly utilized in sey- 
eral aspects of defense planning or which are closely related to national defense. 


1. Stockpiling 


(a) Activities relating to the strategic and critical materials stockpile 


The Department participates with the OCDM in the consideration of stock- 
pile plans and in the preparation of basic data and reports. Representation 
is supplied on a number of stockpile committees and related groups. Recent 
studies of these groups resulted in the decision to dispose of various stock- 
piles of materials of interest to agriculture; namely, coconut oil, castor bean 
seed, guayule seed, and opium poppy seed. 

The Department conducts stockpile research and experiemental programs on 
certain strategic raw materials or substitutes. Following is a summary of 
progress in this field. 

Chemicals.—Digitalis purpurea and Atropa belladonna seeds have been stock- 
piled in an amount sufficient to supply minimum emergency planting require- 
ments. The seed lots have been tested periodically for viability. Maintenance 
of viability of seed stocks has become a problem. 

Hight new opium poppy strains with higher morphine content were planted for 
evaluating plot performance and seed increase in Arizona in 1959. Small seed 
lots of the new strains will be available for stockpile purposes if needed. 

Cordage fibers.—F lorida Sansevieria research continued. Some of the hybrid 
selections, in addition to producing greater yields than either parent, will 
reach maximum yield in considerably less time than either. There is evidence 
that the hybrids will not stand in the field without deterioration after maxi- 
mum yield has been attained, while the flat-leaf types do not detriorate badly 
on standing. Harvest studies completed this year have shown that the old 
stands of the flat-leaf types have an annual increase in fiber yield up to 6 
years, the most rapid increase occurring between the fourth and fifth years 

There is increased interest in this production of Sansevieria by several of the 
Latin American countries. Requests to the Department for experimental 
material from the Florida program have become common. It is felt that this 
slowly expanding acreage in Latin America could offer a supply of high-quality 
eordage fiber with further expansion, should emergency needs arise. 

Working on the sansevieria harvesting, defibering and fiber conditioning 
machinery methods program has been devoted to maintaining and facilitating 
growth of the pilot planting at the Palm Beach County Farm and to the develop- 
ment of a cutting mechanism for a mechanical harvester. A sickle type cutter 
was designed and constructed. Initial tests indicate that it will be satisfactory. 
Tests of the decorticator designed for lecheguilla were so successful that plans 
for using the large raspador decorticator have been abandoned and adoption 
of the portable decorticator with a harvester attached to it will be further 
investigated. 

The phormium program conducted in Oregon and California is in the process 
of being closed out. It is anticipated that the work in Oregon will terminate 
about January 1, 1960. The California work is expected to terminate during the 
calendar year 1960. The Oregon Agricultural Experiment Station has offered 
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to cooperate in retaining certain plantings for any future possible propagation 
need. It is anticipated that the California Agricultural Dxperiment Station 
will cooperate in the same manner. 

Harvesting data obtained in 1958-59 have indicated that several years, perhaps 
as many as five, would be required to produce a substantial crop of fiber following 
planting. The research work in the phormium investigations has established 
the most suitable methods of propagation, time of cutting, dates, and height of 
cutting most suitable for maximum yield, range of climatic adapatien, and the 
best clonal selections for planting. 

The susceptability of kenaf to the root-knot nematode has been a serious pro- 
duction problem. With the discovery of immunity to this pest in the Hibiscus 
eetveldianus species, a new breeding approach was available. Hybridization 
between this species and H. cannabinus (kenaf) offers a good possibilty of pro- 
ducing a variety of high yeilding, good quality, root-knot nematode resistant 
kenaf. 

In addition a worldwide collection of Hibiscus has been initiated. These spe- 
cies and varieties are being surveyed for nematode resistance as well as other 
desirable traits, Promising types will be incorporated into the breeding program. 

Kenaf acreage is slowly expanding in South and Central America as well as 
some of the countries of the West Indies. Thus, a source of jute substitute 
fiber is likely to develop and be available for emergency purposes. Departmental 
research workers are cooperating by supplying seed stocks and information. 

Work on the development of improved harvesting and processing machinery 
and methods for kenaf and similar fibers has been mainly concerned with develop- 
ing and testing a crushing mechanism and a divider mechanism to separate the 
cut stalks from those left standing. Harvesting results during 1959 were success- 
ful using the ribboning harvest machine designed on this project. Continued 
studies are planned in an effort to improve the canal retting system. 

Tanning materials.—Canaigre field experiments, concerned chiefly with devel- 
oping improved varieties high in tannin and purity and capable of producing 
high yields of roots of good shape to facilitate digging, were continued in cooper- 
ation with the Arizona Agricultural Dxperiment Station. Several of the better 
selections, tested in 1959, produced roots analyzing 40 percent of tannin with 
an extract purity of 70 percent. A storage rot, caused by Diplodia spp., caused 
heavy losses in stored root material from the 1958 harvest. Results of prelimin- 
ary seed-crown treatment tests indicated that good control of the disease resulted 
when moisture and temperature conditions in storage piles were favorable for 
rapid healing of cut root surfaces. Several fungicides also gave promising 
results when tested for controlling storage rots. 

The Department’s Dastern Utilization Research and Development Division 
makes all analyses for tannin and purity and conducts extraction and tanning 
studies. A private company has undertaken small-scale production looking 
toward commercial development of canaigre for pharmaceutical uses in addition 
to the conventional market outlets for tanning and oil-well drilling. 

Oils.—Castorbean breeding and production research was continued in Califor- 
nia, Texas, Oklahoma, Mississippi, and Florida, the objective being to increase 
the efficiency of production by developing varieties of better agronomic type 
for each area. Basic research on castrobean diseases is in progress at Beltsville. 
Three new castrobean inbred lines were released to commercial companies during 
the year for use in producing hybrid seed. 

Pngineering research continued on castorbean harvesting, cleaning and con- 
veying equipment. All 12 harvesters produced by 1 manufacturer incorporated 
developments resulting from the Department’s research project. Improved per- 
formance of these harvesters was experienced for all of the 6,000 acres harvested. 

New problems have developed as this new crop is grown under different cli- 
matic and soil conditions. For instance, the dwarf variety castorbean grown in 
the Midwest is extremely hard to hull; the recent practice of increasing plant 
population to increase total yields results in a plant with smaller and weaker 
stems which break off easier during harvest and put a heavier cleaning load on 
the machine; there are urgent needs for more effective defoliants or a new 
method of harvesting green and tough seed capsules ; low-cost harvesters are need- 
ed to make the use of such equipment in low-yielding areas economically fea- 
sible—the gradual lowering of the market price to the grower emphasizes the need 
for much lower cost harvesters than those now in use. 

Rubber.—Research on guayule as a potential source of natural rubber has 
been maintained on a standby basis, involving selection for higher rubber con- 
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tent, higher yield of shrub, and greater disease resistance within segregating pop- 
ulations previously developed by-plant breeding. Approximately 30 of the most 
advanced genetic lines of guayule were nlanted at Salinas, Calif., in May 1959, 
for the purpose of increasing the seed supplies. Small seed lots of the superior 
strains will be available in the event there is any interest in guayule production 
in the future. 

Forest products.—Forest products research for various defense agencies con- 
tinued, including— 

3asic research on the conversion of wood pulps into military grades of 
cellulose nitrate. 

Exploring basic properties of nitrocellulose as a fuel for missiles, including 
dimensional changes with temperature. 

Determining properties of plastic laminates and adhesives for use in air- 
craft and missiles, including high temperature effects on strength. 

Development of methods of packaging articles used in warfare, including 
missiles; also, preparation of manuals used for packaging. 

In addition to contract research with defense agencies, the Forest Service pro- 
gram of forest products research includes the development of industrial chem- 
icals from wood waste. Many of these are now manufactured from petroleum, a 
critical raw material in case of war. 

(b) Emergency food stockpiling 

In July a report entited “Food Stockpiles for Civilians in Offshore Areas of the 
United States” was presented to appropriate committees of Congress (including 
the Joint Committee on Defense Production). The report indicates that food 
stockpiling would appear a desirable precaution against interruption of trans- 
portation to Alaska, Hawaii, Puerto Rico, and the Virgin Islands. It further sug- 
gests that pilot food stockpiles in these areas would provide information and ex- 
perience still needed on storing and rotating such food stocks. A copy of the 
report is attached (exhibit 5). Since responsibility for food stockpiling rests 
with the Office of Civil and Defense Mobilization, the Department recommended 
to the Director of OCDM that, if he concurred with the conclusions of the report, 
his agency should initiate the appropriate actions. It was indicated that the De- 
partment would be glad to assist OCDM in this work if they so desired. 

The Department is continuing a cooperative experimental project with the 
Government Printing Office for the purpose of determining the contents of a 
suitable nonperishable food stockpile that could be periodically rotated through 
the normal GPO cafeteria operation. A list of acceptable foods has been pre- 
pared, and prices obtained from three commercial suppliers for use in determin- 
ing the estimated cost of the stockpile. Estimated cost per unit and per thou- 
sand calories for the various kinds of nonperishable foods has been determined, 
and an analysis of the program is currently being prepared for submission to the 
administrative group at GPO. It is expected that this program will provide cer- 
tain basic guidelines for use in determining the kinds and types of nonperishable 
food that could be stockpiled in the shelter areas of many thousands of similar 
facilities across the country. 

Several meetings were held throughout the year with representatives from 
OCDM in connection with food stockpiling for shelters with emphasis on required 
research. As a result of these discussions, a memorandum of understanding 
between OCDM and the Department was signed, covering “Technical Studies on 
Food for Shelters.” The project requests certain research and studies to analyze 
food requirements associated with shelter occupancy, including : 

The problems of food storage and utilization under conditions which 
may be expected to prevail in shelters of various types; 

Special food requirements of shelters of various types ; 

Food available now that could be used if necessary to provision such 
shelters ; 

The cost of such foods ; and 

Limited research directed toward improvement of stability of a few se- 
lected foods. 

OCDM Advisory Bulletin No. 234, “Individual and Family Survival Require- 
ments,” was issued during the past year. The Department’s Institute of Home 
Economics reviewed the material contained in the publication. and prepared a 
list of food for emergency stockpiles in the home which wus included as a part 
of the bulletin. 
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2, Activities under the Agricultural Trade Development and Assistance Act 
(a) Barter 


The barter program of the Department exchanges surplus agricultural com- 
modities for foreign-produced strategic and other materials for stockpiling and 
for materials, goods and equipment needed in foreign economic and military aid 
and assistance programs and offshore construction programs. Barters are trans- 
acted mainly under authority of the Agricultural Trade Development and 
Assistance Act of 1954, as amended. 

From July 1, 1958, through June 30, 1959, 152 barter contracts totaling $156.2 
million were negotiated, of which 151 contracts totaling $153.7 million repre- 
sented strategic materials for stockpiling. (This compares with contracts to- 
taling $65.1 million for the preceding fiscal year, all for stockpile materials.) 
The principal commodities which barter contractors exported to friendly coun- 
tries during the report period were wheat, corn, grain sorghums, barley, oats, 
cotton, rice, and soybeans, 

Materials delivered to the Commodity Credit Corporation in this report period 
were valued at approximately $183 million, including $141 million in stockpile 
materials. The total value of deliveries from July 1, 1954, through June 30, 1959, 
at contract prices was $899 million of which $830 million represented strategic 
materials for stockpiling. 

Strategic and critical materials have been transferred in substantial quantities 
from CCC inventory to the national stockpile and, as authorized by the Agricul- 
tural Act of 1956, to the supplemental stockpile. Cumulative transfers of such 
materials having an inventory value of $775 million were made from July 1, 1954, 
through June 30, 1959, and distributed as follows: 

The sum of $151 million to the national stockpile, $621 million to the supple- 
mental stockpile, and $3 million to other Federal agencies. CCC has also trans- 
ferred other materials having a value of $31 million to the International Coop- 
eration Administration. In addition, CCC has honored construction certificates 
valued at approximately $41 million and is being reimbursed by the Department 
of Defense from savings in quarters allowances for agricultural commodities 
which were used to finance military dependent housing in France. The total 
value of construction certificates to be issued under the French Housing Agree- 
ment is $50 million. Utilization of barter for this purpose is in accordance 
with Public Law 765, 83d Congress, as amended by Public Law 161, 84th Congress. 
(Nore.—Above figures include adjustments in the value of transfers shown 
in previous reports. ) 

During the reporting period, transfers to the supplemental stockpile totaled 
$309 million. A balance of strategic materials, valued at approximately $70 
million, is being held in CCC’s inventories for subsequent transfer to the supple- 
mental stockpile. 

The Supplemental Stockpile Advisory .Committee for Barter advises the 
Secretary of Agriculture with respect to the strategic and other materials which 
he recommends for designation by the President, as acceptable in barter or ex- 
change for agricultural commodities owned by the Commodity Credit Corpora- 
tion. Also, the Committee recommends to the Secretary of Agriculture, barter 
procurement quotas, delivery periods for materials, specifications, etc. Among 
the factors considered by the Committee in making its recommendations are: 
(a) The importance of the material to national defense, (b) the potential of the 
material in providing an outlet for additional quantities of agricultural commod- 
ities, (c) the supply-demand situation in world and U.S. markets, (d) 
the impact of the proposed barter procurement upon availability of the material 
to private industry, (e) the extent of domestic processing required, and (f) the 
effect of the proposed barter procurement upon expansion of foreign producing 
and processing facilities. 


(b) Use of foreign currencies for stockpile acquisition and other purposes 
under title I of Public Law 480 
During the reporting period, no foreign currency was earmarked for the pur- 
chase of strategic and critical materials. As of August 15, 1959, earmarkings for 
common defense total the equivalent of $307.8 million. The total equivalent 
planned for military family housing is $138.3 million. 
8. Damage assessment 


Activities were directed toward perfecting damage assessment tools and 
training appropriate personnel in the use of these tools. This was to assure 
an improved level of ability to do damage assessment work in all administrative 
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areas in which this activity might be needed, either after attack or in training 
exercises. 

Assistance was given by the Department in conducting damage assessment 
training sessions in all eight OCDM regions, where several hundred persons 
were in attendance representing all arms of the Federal Government, including 
the Department’s regional liaison representatives. Special attention was given 
to radiation problems in these training sessions. 

Throughout the year, the Department has supported activities of the National 
Damage Assessment Center, OCDM. 

Primarily, attention is given to the food and agriculture interests of NDAC, 
but at times activites are widened, particularly in development of general meth- 
odelogy and in applying such methodology to studies in areas which support 
the food field, such as transportation, energy, manufacturing, manpower, etc. 
For instance, considerable effort went into helping, to develop a study which 
would indicate probability of survival of any resource point in the United 
States if this Nation were subject to thermonuclear attack. This type of study 
will contribute much to preattack defense mobilization planning in food and 
agriculture as well as in all other parts of the national economy. 


4. Mechanical data processing system 


In order to build an adequate food resource library and to streamline methods 
of maintaining data, the Department has developed and installed a new mechan- 
ical data processing system. The system lists on IBM cards the name, location 
and pertinent supporting data for food processing, storage and production 
requisite supplier facilities and makes provision for information to be supplied 
by field personnel postattack. 

The system, installed without staff expansion, established a flexible method 
of mechanically sorting, summarizing and listing basic food facility data for 
preattack planning, testing and training, for current operational use and for 
rapid postattack analysis. 

Data are transferred to the National Damage Assessment Center’s resource 
library to be processed by the high speed computer. A master list of location 
coordinates has been devised permitting automatic entering of a location coordi- 
nate for most of the food and agriculture resources by proper geographic coding. 
Use of the master list represents a tremendous saving of time and increases 
the number of persons who may enter data. Thus rapid development of a food 
resource library is anticipated. 

The system will provide mechanically printed cards for carrying out hand 
damage assessment and will give a rapid summary of the consumable food 
situation when needed. 

Sets of cards will be furnished to appropriate planning groups at the national 
level as well as to field components. 

The system represents a major achievement in facilitating defense planning 
and emergency operations. 


5. Government-industry task group for postattack production 

There has been continuing participation in an advisory capacity in the 
study being conducted by the Department of Commerce on the effect of nuclear 
attack on industrial production in New York City under a varying set of assump- 
tions. 
6. Cooperation with engineer research and development laboratory 

Recently assistance has been extended to a project being carried on by selected 
officers at Engineer Research and Development Laboratories, Fort Belvoir, Va. 
It coneerns military field problems in which data from atomic effects research 
earried out by the Department’s Forest Service are being utilized. 


7. Semi-automatic ground environment (SAGE) 

In fiscal years 1958 and 1959, REA loaned about $3.5 million to rural tele- 
phone systems for service to defense installations, such as SAGE, FAA, Air 
Force bases, and missile sites. During 1960, REA will have for consideration 
loan applications including about $17.5 million for these purposes. SAGD 
installations will be located in the areas of REA telephone borrowers. Most of 
these will be operational by the end of fiscal year 1960. REA has continued to 
work closely with the Department of Defense and the telephone industry on 
these projects. 
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8. Educational series 


An educational program available to Department personnel and geared to 
interests of those engaged in defense planning has been established. The 
program involves lectures by specialists in various fields related to defense. 

Subjects covered as the series began were “Effects and Threats of Communism 
in the Far East” and “Radioactive Fallout in Agriculture in Time of 
Emergency.” 


9. Operation Alert 1959 


The purpose of the Department’s participation in Operation Alert 1959 was 
to improve its ability to cope with an emergency resulting from attack and 
to strengthen working relationships and develop operating procedures between 
the Department and non-Federal Government units at local and State levels and 
between Federal agencies at the regional level. The Department participated 
in the local phase (May 8 and 9) through the Agricultural Stabilization and 
Conservation county offices and in the State phase through ASC State offices 
and representatives of the Agricultural Marketing Service. In the local and 
State phases participants were asked to familiarize themselves with the food 
guidelines and discuss them with local and State civil defense organizations. 
(The food guidelines are excerpts from the national food plan to the national 
plan for civil defense and defense mobilization and they stress the postattack 
relationships and responsibilities of the Department and State and local 
governments. ) 

The Department furnished participants at the State and regional levels, food 
supply and requirements data used in Operation Alert 1958, revised in terms 
of the first 30 days after attack and the subsequent 60 days. Similar data for 
fuel and energy requirements, transportation requirements, and manpower 
estimates for agriculture were also furnished. 

Results of the local and State phases indicate that a better understanding 
er agreement with local and State civil defense officials must be reached con- 
cerning emergency food management responsibilities. The lack of delegations, 
background information, training and detailed instructions at this level was 
emphasized. 

At the regional level, emphasis was placed (1) on a clear understanding of 
working relationships between USDA regional liaison representatives and OCDM 
regional staff and (2) on the effects of fuels and energy, manpower, and trans- 
portation on food availability in a postattack period. 

The regional liaison representatives and selected staff members met with 
OCDM regional directors and representatives of other agencies at the various 
OCDM regional headquarters locations on July 8, 9, and 10. Although it was 
impossib'e in most cases to make a complete analysis of the effects of one resource 
on another during this period, it was clear that a lack of manpower and fuels 
could have a serious effect on food under some circumstances, Transportation 
would also be a problem. There was no disagreement in any region on the 
proper working relations between the Department and OCDM. The results 
of the regional exercise furnished valuable material for the exercise at the 
national level. 

The national phase of Operation Alert 1959 was held at the Department’s 
relocation site August 24, 25, and 26. This phase was carried out through the 
use of four seminars dealing with problems of (1) food and supporting requisites, 
(2) rural fire defense, (3) biological and chemical warfare and special fallout 
defense, and (4) organizational and administrative matters. 

Seminar discussions singled out areas of deficiency and provided stimulation 
for future planning. 

Department representatives also participated in the national exercise at 
the main relocation site of OCDM. Answers to problems discussed at the OCDM 
site during this period conformed for the most part to conclusions arrived at 
independently by the Department. These conclusions will form a valuable 
basis for further planning in the week’s ahead. 


Findings of Opal 1959 


1. Experiences of USDA participation in Opal 1959 at the State and county 
level clearly show that with few exceptions, States and localities do not have 
plans for carrying out their responsibilities for equitable distribution of food 
to consumers at the retail level. 
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2. There was, with few exceptions, an almost complete lack of understanding 
by the State and local official of what postattack actions should be given pri- 
ority attention. In an immediate postattack period, there would be many 
competing demands for remaining resources such as petroleum, manpower, 
and transportation. There is urgent need for developing policy guidance for 
use in the allocation of remaining resources. There is also urgent need to develop 
a capability at all levels to carry out such policy guidance. 

3. There is urgent need for clarification and better understanding of the 
responsibilities, relationships, and the authorities of State and Federal agencies 
in the emergency management of food at the State and local level. 


IV. EFFECTIVENESS OF PROGRAM 


Definite progress has been made in the development of adequate defense 
plans by the Department and continued experience increases effectiveness. 
Test exercises in which the Department participates point out areas in which 
planning can be improved and are considered the best method yet devised to 
determine our capabilities. The development of the national plan for civil 
defense and defense mobilization has provided an outline against which we may 
evaluate progress and measure effectiveness. 


V. CURRENT NEED FOR PROGRAM 


The need for a vigorous defense planning program has been emphasized by the 
President in the issuance of the national plan for civil defense and defense 
mobilization. In order to carry out its assigned responsibilities, the Depart- 
ment must strengthen the plans which make possible the transition from an 
agency administering peacetime programs to an emergency operations organi- 
zation. To accomplish this, the program must be continually assessed and 
improved. 

VI. ProcraMs AS RELATED TO SMALL Business 


It is the practice of the Department to cooperate with the Small Business 
Administration in the formulation of policies which affect small business in any 
manner. 

Departmental programs are geared to the needs of the small family farmer and 
in turn affect the small businessman in the rural community in which the farmer 
lives. The Department is equipped to assist the farmer in applying new pro- 
grams, methods and techniques to his particular situation and to help him to 
adjust his planning to changing conditions. Many activities of the Department 
have been of direct benefit to the farm community. For example, rural electri- 
fication has made possible extensive farm improvements and a new way of 
farm life, just as the rural development program has provided opportunities for 
many small low-income farmers. 


VII. Magor PROBLEMS 


The Department’s defense planning in the past has been primarily national and 
and little has been done at the local level. Plans are being made for converting 
the present field organization of the Department to a structure which would be 
used in event of emergency. As work in this area. is finalized, policy guidance 
issued, personnel assignments made, and training plans evolved, greater stimu- 
lation and motivation will be provided at all levels, with improved overall 
eapability. 

Several problems exist in the area of nonfood materials and facilities, some 
of which will be solved by the establishment of a field organization. There is 
a need for policy on the local distribution of nonfood, requisites; field capability 
is lacking to which to delegate responsibility to handle these requisites at the 
local level; there is no priority with respect to distribution of nonfood items 
between agricultural programs. 

Channels through which the Department would receive postattack information 
concerning nonfood resources must be strengthened. A true evaluation of the 
emergency food situation could not be made without complete reports covering 
foods and services essential to food production, processing, and distribution. 

There are no adequate plans to assure needed postattack priorities or other 
assistance necessary to the movement of food. The transportation field appears 
to be one of the areas most in need of coordination of authority to develope a 
capability for postattack operation. 
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VIII. CHANGES IN MOBILIZATION PLANNING AND READINESS To MEET EMERGENCIES 


There has been increased emphasis during the year on training personnel and 
developing and testing plans in cooperation with OCDM and other agencies, 
These activities strengthen our readiness capability. 

Initiation of the radiological motitoring system during the year places the 
Department in a position to add to its postattack utility. 

Contributions have been made to the development of appropriate annexes to 
the national plan as well as to a revised assignment of defense functions to the 
Department. While these documents will not basically change our concept of 
defense planning, they will give impetus to the program. 


TX. PostaTTack AVAILABILITY OF Foop WITH REFERENCE TO TRANSPORTATION 


Continuing studies of potential postattack food problems substantiate the 
previous conclusion that any local postattack food shortages are more likely to 
result from disruption of transportation by blast and fallout and other dis- 
tribution problems than from national shortages of food supplies. Agriculture 
normally uses about 25 percent of all the ton-miles of truck and railroad trans- 
portation. Postattack, it would be essential for transportation of minimum 
amounts of food to be given the highest priority for available transportation 
facilities. To have a capability to move food postattack will require preattack 
detailed planning to assure that essential transportation will be available for 
movement of food. 

During Opal 1959, the Department made a special analysis to determine the 
amounts of transportation that would be needed to move food in a postattack sit- 
uation. These requirements estimates were supplied to OCDM regional offices 
to ascertain if and how they could be met. The OCDM was unable to determine, 
in the exercise, whether or not these transportation requirements could be met 
in an emergency such as was assumed in Opal 1959. 

A study has been prepared titled “Food Transportation Factors in a National 
Hmergency.” This publication presents a summary of available information in 
regard to the volume and distance of various food movements in a recent year. 
It presents comparisons between truck and rail movements and analyzes some 
of the factors that would be significant in promoting efficiency in emergency 
movement of foods. Copies of this study are available. 


X. SummMary or STANDBY PROGRAMS FoR ANY FUTURE EMERGENCY 


The USDA has a large number of operating programs which could be converted 
to use in an emergency with very little difficulty. Similarly, the personnel 
now used in the administration of these programs could be used in the adminis- 
tration of emergency programs, Thus, the Department automatically has a 
built-in standby capability. However, to facilitate this conversion from normal 
to emergency operations it is also necessary to have some standby emergency 
plans. 

During the year the OCDM issued the national plan for civil defense and 
defense mobilization to which USDA made contributions. USDA completed 
its work on the national food plan (annex 31 of the national plan) and the 
plan is now in the final stages of review prior to issuance. The plan defines 
the relative responsibilities of USDA, State and local governments, farmers, and 
the public in carrying out an emergency food program. It was tested to some 
extent in Operation Alert 1959 at all levels. 

The Department has contributed significantly during the year to the national 
fire protection plan (annex 21) and the national biological and chemical war- 
fare defense plan (annex 24). Other annexes have been reviewed and comments 
furnished to OCDM. 

The Department participated in the further review and refinement of the 
plan D-minus which relates to actions which would be needed in the event of 
an attack on the United States. Specific standby plans and orders to implement 
the various action steps relating to food, rural fire defense, and the effect of 
radiological fallout were tested and reexamined during Operation Alert 1959. 
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XI. CHANGES IN ORGANIZATION DuRING THE Past YEAR 


No significant changes in organization for defense planning occurred during 
the past year. The defense planning policy is the responsibility of the Under 
Secretary; plans relating to ability of the Department to continue to function 
in an emergency are developed under the direction of the Administrative 
Assistant Secretary; and the general coordination of defense planning in the 
Department is the responsibility of the Food and Materials Requirements 
Division of the Commodity Stabilization Service. Planning at the national 
level continues to be carried out through defense planning committees which 
also serve as a medium for quickly mobilizing the extensive existing capability 
of the Department in the event of an emergency. 


Assistance in planning at the regional level has been provided by the regional 
liaison representatives. 

Defense planning groups at State and county levels of the Department will 
be available when further refinements have been made in the field organization 
which the Department will use in an emergency. 

Work on the emergency field organization is progressing. 


XII. Furore OBJECTIVES 


In addition to continuing to carry out present defense planning activities, 
the U.S. Department of Agriculture is placing emphasis during the year 1960 
on the following: 

Wide dissemination of the national food plan as soon as it is approved. 

Completion of the emergency field organization of the Department with 
assignment of responsibilities and delegation of authority. 

Carrying out a training program for those employees at headquarters 
and field levels who have emergency responsibilities. 

Contacting State and local governments to develop a complete mutual 
understanding, based on the national food plan, of the way in which the 
food program will be carried out in event of an emergency. This includes 
encouraging State and local governments to develop capability to distribute 
food and other resources at the retail level. It will also require ability to 
judge the relative importance of various essential uses in a postattack 
period. 

XIII. AVAILABILITY oF FUNDS FoR DEFENSE NEEDS 


Due to absence of any special defense funds during the past year, all expenses 
of defense planning to the Department were absorbed. While the Department 
will continue to absorb costs directly related to its regular program respon- 
sibilities, a need has grown for certain special activities such as those relating to 
radiological monitoring and full-time regional representatives. Special funds for 
these and a few other purposes were requested in the fiscal year 1960. 


XIV. MANNER IN WHICH ProGRAMS Fit INTO A DEFENSE PLAN AND OBJECTIVES 
To Be ACHIEVED 


In formulating plans necessary to provide food under emergency conditions 
and plans relating to defense against unconventional warfare and rural fire 
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hazards, the Department has maintained close working relationships with the 
OCDM and its predecessor agencies. Guidelines for these activities were 
furnished by the provisions of defense mobilization order I-9 and Federal 
civil defense administration delegation 2, While issuance of a proposed Executive 
order superseding these two directives will clarify and redefine assignments, 
no basic changes are anticipated. The Department will continue its coordination 
with the OCDM so that its planning objectives will be consistent with the 
Nation’s total defense effort. 


ExuisitT 1 


VULNERABILITY OF FarM CoMMODITIES OwNED By CCC 


The Commodity Credit Corporation owns substantial quantities of agricultural 
products, mostly cotton and grains. It is the policy of the Department of Agri- 
culture to locate these stocks in places of relatively low vulnerability, with 
respect to attack by nuclear weapons. 

As indicated by chart 1, more than 80 percent of the stocks owned by the OCC, 
except rice and dairy products, are outside of the critical target cities. The 
CCC owns relatively small amounts of rice and dairy products. There was 
relatively little change in these proportions of CCC stocks in vulnerable areas 
between December 31, 1957, and December 31, 1958. 

The percent of CCC stocks in each critical target city is indicated by maps 1 
to 7, the percent being in proportion to the area of the circle at the location of 
that city. These maps are based on unpublished data. CCC stocks of cotton 
held in vulnerable areas, for example, are largely in Memphis, with smaller 
amounts in Dallas, Fort Worth, Houston, and New Orleans. CCC stocks of 
cotton in relatively safe places are shown on the map as a total for each State. 
Stocks of wheat in critical target cities are largely in Minneapolis, Buffalo, 
Kansas City, and Wichita. 

A summary of quantities of farm commodity stocks is shown on table 1. The 
stocks in various positions are compared with the total civilian requirements 
in 1958. Stocks held by the CCC are generally more than 20 percent of the 
annual requirements for domestic use of wheat, rice, corn, barley, and grain 
sorghum. Quantities otherwise held for price support (not owned by the CCC) 
are held mostly under loans for the purpose of supporting farm prices. More 
than 20 percent of the total annual requirements of most of these farm commodi- 
ties are held under loans. Relatively small proportions of annual needs of corn, 
oats, and dairy products, however, are held for price support, other than the 
stocks owned by the CCC. The total stocks of these commodities in all positions 
on December 1, 1958, were relatively large, generally being more than enough 
to meet all domestic requirements during an entire year. 

In summary, this analysis demonstrates that relatively small proportions of 
the commodities held by the CCC are located in critical target areas, and that 
the total stocks of cotton, grains, and tobacco are large in relation to annual 
requirements for domestic use. Also, there has been relatively little change 
in proportions of CCC owned stocks of these commodities in vulnerable areas 
during the 12 months ending December 31, 1958. 
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CHART 1 - LOCATION OF CCC OWNED STOCKS OF 
FARM COMMODITIES WITH RESPECT TO CRITICAL TARGET AREAS, 
DECEMBER 31 OF 1957 AND 1958 


PERCENT OF CCC STOCKS 


LEGEND: ot Inside critical target arecs [J ovreide critical terget orees 
_/ Tobecee stocks ere held by loan essocietions. 
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EXHIBIT 2 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 1, 1959. 


MEMORANDUM No. 1432 


POLICY REGARDING INDUSTRY CONSULTATION AND USE OF INDUSTRY ADVISORY 
COMMITTEES IN DEFENSE PLANNING 
1. Purpose 


Defense planning by the U.S. Department of Agriculture necessitates contact 
with industry and the need for this contact is increasing. As a result of 
careful consideration the following policy has been adopted: 


2. Policy 


A. Industry cooperation in defense planning should be encouraged. 

B. Contact with industry should be on an informal basis wherever possible, 
but such contacts should be with individual concerns. 

C. Formal contact through industry advisory committees is indicated where 
the contact must be with a representative industry group over a considerable 
period of time. On occasion, formality may also be necessary to eliminate some 
legal obstacle to cooperation. 

D. Formal contact should be made through existing industry advisory 
committees wherever they can be expanded or adapted for the purpose. Chair- 
men of existing industry advisory committees are requested to cooperate in this 
effort. The chairman of an existing industry advisory committee will ascertain 
before any meeting that defense questions to be considered by his committee 
have been screened by the Director of the Food and Materials Requirements 
Division, CSS. This is necessary, in part, because of possible security implica- 
tions and to enable the Director, Food and Materials Requirements Division, 
to discharge the responsibility assigned to him by Secretary’s memorandum No. 
1427 of August 26, 1958. 

E. New industry advisory committees will be established only when existing 
committees are not adequate for the purpose. Any new committee would be 
established according to the procedure in the administrative regulations (10 AR 
916). However, any division or office proposing to establish an industry advi- 
sory committee for defense purposes is requested to obtain the written opinion 
of the Director, Food and Materials Requirements Division, CSS, as to its 
necessity in accordance with this policy before the case is transmitted for 
final approval. 

F. Use of formally appointed industry consultants is not encouraged, although 
need for consultants may be considered in relation to problems in particular 
cases. An industry consultant might help te solve specialized problems. 

G. This policy has no connection with the executive reserve program of the 
Government under which selected industry personnel would be groomed for 
Government jobs in an emergency. 


TRveE D. Morse, Acting Secretary. 


Exursit 8 


Tue SuppLy SIruATION—NONFOOD MATERIALS, FACILITIES AND MANPOWER 
Farm equipment 

New farm machinery and equipment, including tractors, was in plentiful 
supply throughout the year. The overall quantity shipped by manufacturers 
was larger than for any similar period since the peak shipment years of 1951 
and 1952. Current inventories are approximately normal for the season. 

The supplies of all petroleum fuels used by farmers and food processors have 
been adequate throughout the year. Supplies in terms of crude oil and net 
imports of products are about 13 percent higher during the first 5 months of 
1959 than during the same period last year. Gasoline prices on an average to 
farmers increased 0.1 cent per gallon at filling stations during the 12-month 
period, and tank truck prices increased on an average of 0.2 cent. Diesel 
tractor fuel increased in price during the year by 0.5 cent per gallon. 
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Supplies of motor vehicles have been adequate during the year. Commercial 
truck production during the first 6 months of 1959 ran well ahead of that for 
the same period last year. Trucks of all kinds were more than 50 percent 
ahead, and light truck production exceeded last year’s by more than 60 percent. 
Sales of passenger cars from factories, mostly to dealers, were about 45 percent 
above the first 6 months of last year. Prices of trucks to farmers increased 
2 to 3 percent during the year, and passenger cars from 3 to 5 percent. 

Tires of all kinds used by farmers have been in adequate supply during the 
year. Indications are that this situation will continue. At the end of June, 
there were almost 240,000 large tractor tires in inventory and nearly 450,000 
small tractor and implement tires representing a small increase over a year 
earlier. At the same time, truck tires of 8ply and under inventoried almost 
1% million; this was about the same as a year ago. 

Two rubber developments have been announced during the year which 
should be of interest to agriculture. One is the development of a synthetic 
rubber which has all the properties of natural rubber, and to a minor extent is 
taking the place of natural in truck tires. Then, more recently, tires have 
been made from butyl, the rubber ordinarily used for inner tubes. Butyl tires 
are described as having some improved qualities, such as better traction, and 
no squeal. 

Farmers had no difficulty in locating the building materials they needed 
during the year. Practically all such materials for which prices to farmers are 
available increased in price during the year. Some of the sharpest rises in price 
came on the more common types of lumber, such as 2 by 4’s, rough and dressed 
boards, and siding. 

The value of new farm construction during the first 7 months of 1959 was 
about 11 percent higher than for a like period in 1958. It amounted to $1 
billion compared to $899 million. 


Fertilizers 


“The Fertilizer Situation for 1958-59,” published in April 1959 forecast 
supplies of the primary plant nutrients 8 percent greater than in 1957-58. 
Weather conditions were good and unusually heavy movements continued 
through May and into late June so supplies probably exceeded the forecast. 

Even though production capacity is ample and available supplies adequate, 
the very pronounced seasonal demand and movement of fertilizer resulted in 
temporary shortages and overloading of handling and transportation facilities. 
Shifts in types and forms of fertilizer materials needed for both mixed fertilizer 
manufacture and direct application made it difficult for primary producers to 
plan production of the various materials. 

Farmers have been reluctant to store solid fertilizers except when it was 
necessary to insure a supply. Farmers and mixers are even less prepared to 
store liquids which are becoming a greater share of the total fertilizer supply. 
The solution to this problem seems to be for primary producers to provide the nec- 
essary storage for liquids as has been done in recent years for solids. 

One producer has recently installed a reinforced concrete tank for storage 
of over 1 million gallons of wet-process phosphoric acid. Some producers are 
convinced additional storage capacity for liquid nitrogen materials is necessary. 
Solution of peacetime storage problems in the fertilizer industry could serve 
to considerable advantage during an emergency. 

The produtive capacity of the fertilizer industry continues to grow. Synthetic 
nitrogen capacity is estimated to be 4,122,000 tons while total nitrogen capacity 
is around 4,400,000 tons. Urea capacity, at present 796,000 tons of materials 
will be increased to about 920,000 tons when three plants under construction are 
completed. A net increase of about 155,000 tons of P.O; capacity was added 
during the year, bringing the total to 4,906,000 tons of P.0;. Domestic potash 
capacity remained unchanged at about 2,500,000 tons of K.0. Two domestic pro- 
ducers are actively developing facilities in Canada. 


Pesticides 


Production of pesticides in 1958 was well above the 1957 level although below 
1956. DDT production was at an all-time high of 148 million pounds, about half 
of which was exported, largely for foreign aid programs of malaria control. 
Benzene hexachloride production was down considerably in 1958 over 1957. 
Organic phosphorus insecticides continue to increase in volume of sales and in 
diversity of kind and use. Exports of copper sulfate for the control of disease of 
bananas in Latin America dropped sharply in 1958 due to the substitution of 
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petrolum oil fractions. Solid diluents, such as tale and fullers’ earth, used in 
pesticide formulation in 1958, amounted to 233,703 short tons. 


Food processing and containers 


In the broad field of food containers, there are continuing new developments 
in materials, production methods, types of containers, as well as advances in 
automation and materials handling. 

Investigation made prior to the steel work stoppage indicated container man- 
ufacturers were stockpiling container materials as protective measures against 
effects of a possible work stoppage. It is believed that unless production is 
interrupted for a considerable period of time, little effect will be noted in the 
food canning industry. Should the steel work stoppage be of prolonged duration, 
however, certain areas where late season or continuous canning operations oc- 
cur may experience some difficulty. 

There appears little likelihood that the food processing or distribution industry 
will be adversely affected by the present steel work stoppage. 


Manpower 


Total crop production during 1958 exceeded all previous levels and record 
high yields were general. The fall harvest period came to a close in most areas 
aided by dry and generally mild November weather. Farm wage rates increased 
somewhat with the composite rate per hour being 79.5 cents in October 1958 
as compared to 75.7 cents in the same month in 1957. 

Labor supplies to meet the 1958 fall harvest needs were generally adequate. 
However, the U.S. Department of Labor found it necessary to supplement the 
inadequate supplies of domestic workers with foreign workers, the major portion 
of which came from Mexico. During 1958, 432,000 Mexican nationals were con- 
tracted for agricultural employment in the United States. 

Total crop production prospects for 1959 edged upward during July to within 
3 percent of last year’s outstanding record, according to the Crop Reporting 
Board. The all-crop production index rose to 115, only three points below the 
unprecedented height of 118 last year. Total feed grain tonnage seems likely to 
nearly equal last year. A cotton crop 29 percent above last year’s small pro- 
duction is in prospect with a record high yield ou nearly a fourth more acreage. 

Labor supplies have been generally adequate to meet 1959 needs to date. How- 
ever, the need for foreign labor continues. As of August 15, over 230,000 Mexican 
nationals have been contracted since the first of the year as compared with 
197,236 on the same date last year. Small numbers of Bahamians and Jamaicans 
are being used in the Hstern States and it is anticipated that workers from Can- 
ada will again be used in the Maine potato harvest. Some critical shortages of 
labor are beginning to show up as a result of a bumper crop of tree fruits, espe- 
cially apples and the extended period of high temperatures which is causing crops 
such as tobacco to mature more rapidly than normal. 

There were 84 million workers employed on farms during the week of July 19- 
25. This was 4 percent less than a year earlier and 8 percent fewer than the 
average for comparable dates for the last 5 years and 9 percent less than the 5- 
year average, while the hired farm work force was 6 percent smaller than a year 
earlier and also 6 percent smaller than the 5-year average for this time. The 
composite wage rate per hour on July 1, 1959, was 79.6 cents as compared to 
72.8 cents on July 1, 1958. 


Exursit 4 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 22, 1959. 


MEMORANDUM No. 1430 


RESPONSIBILITIES FOR RADIOLOGICAL MONITORING 
1. Purpose 


By delegations from the Office of Civil and Defense Mobilization, the Depart- 
ment, in time of national emergency caused by hostile attack, will be responsible 
for administration of an emergency food and agriculture program. In the fur- 
therance of such delegations and the carrying out of the Department’s regular 
programs, this memorandum assigns responsibilites in the Department for leader- 


48406—60——18 





188 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 


ship in developing, coordinating, and directing a nationwide monitoring system 
on radioactive fallout as it concerns: 
(a) agricultural lands, including forest lands; 
(b) water used for agricultural purposes ; 
(c) agricultural commodities stored or harvestable on farms and ranches ; 
(d) livestock (including poultry) ; 
(e) meat and meat products and poultry and poultry products; and 
(f) agricultural commodities and products owned by CCC and the USDA 


2. Policy 


It is the policy of the Department to provide an orderly and effective means 
for supplemental assistance to the local, State and National civil defense author- 
ities in determinig the extent of and alleviating damage resulting from radio- 
active fallout as it relates to the items listed above. To this end agencies 
assigned responsibilities by this memorandum shall mutually endeavor to form- 
ulate an integrated plan of action by the Department. Im carrying out these 
responsibilities agencies will recognize the need for consulting with other depart- 
ments and agencies having responsibilities for radiological defense activities. 


8. Radiological monitoring 


A Federal network of fixed monitoring stations established by OCDM will use 
the facilities of several Federal agencies, including the Department of Agricul- 
ture. This network is designed to map promptly the national fallout situation 
resulting from a nuclear attack. In addition, Agriculture must be concerned 
with the interpretation and application of fallout data in the assignments shown 
in paragraph 1. The following agencies of the Department are assigned respon- 
sibility for this function in the areas indicated: 

(a) Agricultural Research Service.—The Agricultural Research Service is 
responsible for all administrative functions on behalf of the Secretary relating 
to radiological safety within the Department (9 AR 200n). In this connection 
the ARS will make the necessary general arrangements with the OCDM for the 
acquisition, use, and disposition of monitoring equipment. ARS will arrange 
with OCDM and by other means for the training of instructors in the use of 
monitoring equipment; give general assistance to agencies of the Department 
in providing for an orderly program for the training of monitors, including 
special emphasis on the agricultural needs to be met through this program; 
develop and formulate the guidelines for use in determining the most efficient 
rehabilitation of affected agricultural lands and commodities; and coordinate 
radiological training and research within the Department and with OCDM. 

The ARS, in conformity with overall Departmental coordination, shall plan 
and place in a state of continued readiness for implementation a system for the 
radiological monitoring of agricultural commodities in meat slaughtering and 
processing plants subject to continuing ARS inspection. This assignment 
includes the postattack utilization of raiological information and determination 
in conformity with guidelines established by ARS, and in consultation with local 
civil defense authorities, as to the circumstances under which the commodities 
may be safely used. 

(b) Agricultural Marketing Service——The Agricultural Marketing Service, 
in conformity with overall departmental coordination, shall plan and place in 
a state of continued readiness for implementation, a system for the radiological 
monitoring of poultry processing plants subject to continued AMS inspection. 
The Agricultural Marketing Service will also develop a system for the radiological 
monitoring of agricultural commodities owned by CCC or USDA, except those 
stored on farms, ranches, or at bin sites. This assignment includes the postattack 
utilization of radiological information and the determination in conformity 
with general guidelines established by ARS and in consultation with local civil 
defense authorities as to the circumstances under which the commodities may 
be safely used. The Agricultural Marketing Service will begin in a minimum 
way to include monitoring in the training of selected employees concerned with 
food management and, in consultation with agencies which have a primary 
responsibility, will be prepared to assist further in monitoring. 

(ce) Soil Conservation Service.—The Soil Conservation Service, in conformity 
with overall departmental coordination shall plan and place in a state of contin- 
ued readiness for implementation a nationwide system for the radiological 
monitoring of agricultural lands and waters, livestock, and of farm commodities 
stored or harvestable on farms, ranches, or at bin sites. (Note: The term 
“agricultural lands” as used here excludes forest and other adjacent or inter- 
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minged lands described in item (d) below.) This assignment includes the post- 
attack utilization of radiological information and determination in conformity 
with guidelines established by ARS, and in consultation with local civil defense 
authorities, as to the circumstances under which lands may be returned to 
production and the farm produce and commodities safely used. 

(d) Forest Service.—The Forest Service, in conformity with overall depart- 
mental coordination shall plan and place in a state of continued readiness for 
implementation a system for the radiological monitoring of: 

(1) All lands within national forest boundaries, including tracts of 
privately owned intermingled farmland. 

(2) All State and privately owned forest and range land protected by 
the Forest Service under cooperative agreements, within and adjacent to 
the national forests. 

The States will have responsibility for radiation monitoring on State and 
privately owned forest lands protected from fire by the State forestry organi- 
zation, and such other monitoring as may be necessary to carry out their rural 
fire protection responsibilities. However, under its rural fire defense delegation, 
the Forest Service may furnish the State forestry organizations such limited 
advice and assistance in radiological planning and training as is practicable. 

In planning and carrying out the foregoing specific responsibilities the agencies 
shall, with the overall coordination of ARS, utilize the assistance of other Depart- 
ment agencies and cooperating agencies where factors of location and capability 
make that practicable. For this purpose, other agencies are authorized in such 
circumstances to designate and make available for training such of their person- 


nel as may be effectively made a part of the Department’s radiological monitor- 
ing services. 


4. OCDM fixed monitoring stations 


The OCDM has requested the Department to man about 450 of the Federal 
fixed stations referred to in paragraph 3. This assistance will be provided by the 
SCS and FS and is in addition to the continuing assignments of responsibility 
for the more intensive radiological monitoring for agricultural purposes. In 
order to avoid duplication of effort, this assistance to OCDM should be an integral 
part of the monitoring for agricultural purposes at the locations common to 
both activities. 


5. OCDM liaison 


No assignments made by this memorandum modify in any way the responsi- 
bilities of the Director, Food and Materials Requirements Division, CSS, for 
Department liaison with OCDM. 





True D. Morse, Acting Secretary. 
ExuHrit 5 
Foop STOCKPILES FOR CIVILIANS IN OFFSHORE AREAS OF THE UNITED STATES 


(A report developed in the U.S. Department of Agriculture pursuant to the 
Agricultural Act of 1956, 84th Cong.) 


SUMMARY 





1. Inshipments of food into offshore areas by water supply approximately 
the following proportions of total food energy consumed by civilians: 


Puerto Rico 
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2. Normal food supplies would be inadequate in some offshore areas in the 
event of interruption of waterborne shipping for 60 days. The need for stock- 
piling of food for use in case of a national emergency, therefore, deserves careful 
consideration. 

8. Tentative estimates of stockpiling needs in offshore areas are based on 
possible shortages, storability and cost of the individual items. It is estimated 
that the following amounts would assure the availability of nearly normal food 
energy in these offshore areas during a 60-day period without inshipments. 
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Lard Beans Dried 
fish 


4. While amounts needed in Alaska and the Virgin Islands cannot be estimated 
because of lack of adequate data on present stocks, but it appears that Alaska 
may need at least 8,000 tons and the Virgin Islands about 300 tons of food in 
stockpiles. 

5. Government ownership of stockpiled foods would provide the greatest assur- 
ance of their availability when needed. If any food stockpiles are established, 
all costs probably should be shared by Federal and local governments and 
charged to civil defense. 

6. Considerable planning will be required to determine minimum needs and 
make detailed operating plans for food stockpiles in these offshore areas. A 
major question involved in considering any possible stockpiling, is how strictly 
such should be held to a mere survival basis. 


INTRODUCTION 


Food stockpiles for civilians in the United States have been under considera- 
tion for several years. Legislation has been proposed in the U.S. Congress to 
establish stockpiles of food as a guarantee against serious food shortages in 
deficit areas in event of a nuclear attack on this Nation. This Department has 
reviewed the food situation at intervals and has advised the Congress that 
supplies of domestically produced foods in the U.S. are adequate on a national 
basis for use during a postattack period. It is recognized, however, that possible 
interruptions of surface transportation could cause serious temporary shortages 
of domestic and imported foods in the distress areas of continental U.S., as well 
as temporary shortages of overall supplies in the offshore areas which are de- 
pendent on long distance ocean movements of foods. The present study is con- 
cerned exclusively with stockpile questions as they pertain to these offshore areas 
of the United States, including Alaska, Hawaii, Puerto Rico, the Virgin Islands, 
and others. 

Stockpiles of food for emergency use have been recommended by the Governors 
of Alaska, Hawaii, Puerto Rico, Guam and the High Commissioner of the 
Ryukyu Islands. The Commissioner for the Virgin Islands considers stock- 
piling to be impracticable there. The Governors and the High Commissioners 
of American Samoa, Wake Island, Bonin-Voleano Islands, Saipan and the Trust 
Territory of the Pacific Islands have stated that food stockpiles are not needed 
in their areas. 

Information in support of their positions generally has been provided by each 
of these Governors and by the High Commissioners. These recommendations 
and information have been studied by the Department of Defense and the De- 
partment of the Interior, as well as by this Department, and it has been con- 
cluded that stockpiling of some foods for civilians may be justified in Alaska, 
Hawaii, Puerto Rico, the Virgin Islands, and the Ryukyu Islands. This is 
tentative, however, since it is based on the arbitrary assumption of a 60-day 
period without inshipments and since further study of management problems 
is needed. 

It is the purpose of this report to present pertinent data and information 
about the need and feasibility of food stockpiles for use in an emergency period 
during which ocean transportation would be curtailed or interrupted. Some 
information is also presented in regard to possible procedures and problems as 
well as kinds, amounts and costs of foods to be considered, if it is decided that 
food stockpiles should be established in one or more of these overseas areas. 


ASSUMPTIONS 


A food stockpile is assumed to be a supply of food held in storage to supple- 
ment normal supplies, as needed, in an emergency. The analysis of stockpile 
needs in offshore areas of the United States is based on the assumption that 
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ocean transportation will be interrupted for a period of 60 days.* The amounts 
of foods required in such an emergency are based on requirements of the present 
population. Available supplies are based on the assumption that emergency 
measures would be established to assure maximum feasible use of local pro- 
duction and stocks of foods. This includes some assumed increases in local 
production, as well as total use of wholesale stocks, in a 60-day emergency. 
Possible losses of population and food stocks as a result of an attack are not 
evaluated, because of the wide variety of possible emergency conditions that 
would need to be considered. A direct attack on any offshore area could increase 
or decrease the severity of food problems, as described in this paper. 

Food supplies in a recent year are compared with foreseeable requirements 
in an emergency period on a per capita basis assuming that waterborne ship- 
ments to each of the offshore areas would be discontinued for 60 days. In an 
emergency, it might be possible for offshore areas to get increased shipments of 
food from foreign areas, such as New Zealand, Australia, Canada, Latin America 
and other foreign areas. This possibility, however, has not been evaluated. 
Comparisons between supplies and emergency requirements are based on caloric 
values of foods and food groups under the assumption that food energy is the 
best single measure of the adequacy of emergency food supplies. It is assumed 
for this analysis that each of the six major groups must be supplied at a rate 
equal to at least 80 percent of the normal level, but that individual foods are 
generally not essential. Consumption and available supplies are measured on 
the basis of local production, inshipments, outshipments and wholesale stocks. 
There are some important limitations in these data. Production data, for ex- 
ample, generally do not include amounts consumed on farms where they are 
produced. Data are limited to supplies for civilians insofar as feasible, but 
commercial shipments of military supplies are included in shipments to Alaska 
and Hawaii and data are incomplete as to kinds of foods shipped. Also, some 
local production normally is procured for military use. 


ALASKA 


Food production and shipments.—Alaska has a population of about 212,000 
of which about 175,000 are civilians. About 30,000 of these civilians, however, 
are in families of military personnel who are supplied with food primarily from 
military bases. This leaves about 145,000 who are assumed to be dependent 
on commercial food supplies in Alaska. Most of the people live in or near trade 
centers and military installations. 

Alaska has a large area of land which is sparsely settled and which is general- 
ly unsuited to food production. Excluding fish shipped out, the food produced 
in Alaska supplies only about 8 percent of the food energy in all foods consumed 
by the civilian population. Alaska harvests about 1,400 acres of potatoes and 
vegetables and 14,000 acres of other crops each year, the latter being primarily 
hay and grain for livestock feed. This indicates only about 0.1 acre of all 
crops per capita of the civilian population. Milk is the principal livestock 
product, although the local production amounts to only about 4 ounces per 
capita per day. Large amounts of fish are caught, both for outshipment and for 
local use, but the amount consumed can he only approximated. Wild animals 
also are used for food by rural residents, but the amounts have not been 
estimated. 

Inshipments of food supply about 92 percent of all food consumed by civilians 
in Alaska, as measured by calorie value (table I). Nearly all of these inship- 
ments arrive by water from the States of the United States. They include 
all kinds of foods which total about 7,200 long tons per month or 87,000 long 
tons per year. Outshipments of fish and fish products are about 210,000 tons 
per year. 

Possible food shortages in an emergency.—An interruption of waterborne 
shipping for 60 days would cause extreme shortages of nearly all types of foods 
in Alaska, unless some advance action were taken to provide additional supplies. 
This might be done either by providing emergency transportation or by provid- 
ing food stocks that would be available for use during an emergency. 

During an emergency, it might be possible to deliver significant amounts of 
foods to Alaska by use of land routes, or by a combination of land, sea, and air. 
Data are not available to indicate amounts of food that normally move to Alaska 
by land routes, but only a small volume has been passing through customs at 


1This period is used for illustrative purposes only. 
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Tok Junction. The Alaska Highway has many bridges and deep cuts that would 
be vulnerable to enemy action, but these might be circumvented with difficulty 
by the use of ferries, if arrangements were made in advance. Also, there is a 
route for a railroad right-of-way whose feasibility is now being studied by an 
international commission. Since transportation of food to Alaska cannot be 
assured during an emergency, consideration must be given to the provision of 
additional stocks for use during a possible emergency. The Territorial Gover- 
nor of Alaska stated in 1958, “I am of the opinion that food stockpiling in Alaska 
seenis to be the only means of insuring against dangerous shortages or perhaps 
starvation, if the target areas in Anchorage, Fairbanks, and Juneau were 
destroyed or substantially damaged by nuclear weapons and a percentage of the 
people were successfully dispersed. I am assuming that, if this were to happen, 
shipping from the United States would be interrupted.” 

Wholesale food stocks are estimated roughly by Alaskan officials to be suffi- 
cient to meet the civilian needs for about 12 days in the major cities and 2 to 
3 weeks in smaller trade centers. Retail stocks are estimated to be enough for 
about 3 days’ needs. Data are not available in regard to the volume of stocks 
of specific commodities. About 40 percent of the food and 46 percent of the 
people are in the target areas of Juneau and Anchorage. Fairbanks also, is a 
highly vulnerable area and has about 25 percent of the total population in 
Alaska, but its food supplies have not been estimated. 

Commercial supplies of meat and meat substitutes are derived about 92 percent 
from inshipments. This group includes meats, poultry, eggs, fish, dry beans, 
and nuts. Data on inshipments and production for civilians indicate use of 
about 210 pounds of this group of foods per capita, compared to about 250 
pounds per capita in the other States. Consumption in Alaska, however, is 
believed to be considerably higher than these data indicate. Numbers of farm 
animals are insufficient to supply meat for Alaska more than a week or two 
during an emergency, even though most of the breeding stocks were to be 
slaughtered. Large amounts of fish and wild game are utilized without passing 
through commercial markets. It is estimated that fish consumption by civilians 
in Alaska averages 20 pounds per capita per year. In an emergency when 
fishing is possible, the people might be able to consume increased amounts of 
fish, so as to offset the loss of inshipments of meat. Enemy actions, however, 
might endanger fishing operations and other essential movements. Shortages of 
fish occur in most parts of Alaska during the months of December through 
April, but supplies are more than adequate during other months. Stocks of 
canned fish are moved out quickly after the end of the canning season. Data 
on actual stocks of meats and fish are not available, but the local civilian sup- 
plies would be used quickly in the absence of inshipments, except in the months 
of June through October. Much preparation and planning would be necessary 
to provide fishery products to alleviate shortages of red meat during the months 
of November through May. In the absence of such an arrangement, it appears 
that provisions should be made to increase the stocks of fish, dry beans, and 
possibly meats, for use during an emergency. 

Alaska produces about half of the indicated supplies of milk products, exclud- 
ing butter. Available data for Alaska indicate a total civilian supply of less 
than half the U.S. rate per capita. Inshipments are about equally divided 
between. evaporated milk, dry milk, and miscellaneous dairy products. The 
annual inshipments of these items amount to about 5,000 long tons, but stockpile 
needs cannot be estimated in the absence of data on the volume of normal 
stocks of these items. 

Fats and oils information is incomplete for Alaska. Reported shipments to 
Alaska are enough for about 10 pounds per person per year, but it is believed 
that consumption in Alaska is about equal to the average U.S. rate of 45 pounds 
per capita. Local production for human consumption is negligible and stocks are 
not reported. Oil in salmon waste is discarded, as its utilization is not economi- 
cally feasible. It appears probable that some fats and ils should be included 
in any food stockpile in Alaska. 

Cereals, grains, and various canned and packaged items, which are shipped from 
other States, supply nearly half of the calorie value of all foods consumed in 
Alaska. This includes a large amount of unidentified canned and packaged 
groceries whose caloric value is estimated at 500 calories per pound. Wheat 
flour provides nearly 20 percent of the total food energy. Stocks of these items 
may be substantial, but amounts have not been reported. No definite conclusion 
ean be reached, therefore, but it appears that they would be important in a 
food stockpile in Alaska, if one is established. 
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Alaska produces a substantial volume of potatoes, but about 64 percent of the 
requirements of all vegetables and fruits,is shipped from other states. Good 
supplies of locally grown vegetables and bush fruits are available in the Fair- 
banks and Anchorage areas only from late summer to early winter, and small 
amounts of locally grown vegetables are available in some other areas. Monthly 
inshipments of fruits and vegetables total about 1,300 tons of fresh and frozen 
items and probably an equal, or larger, amount of canned and dried items. It 
appears that some preserved fruits and vegetables would be needed in any stock- 
pile in Alaska. Minimum supplies would be important in an emergency to provide 
ascorbic acid and other dietary factors and for morale benefits. 

Sugar is not produced in Alaska. Inshipments amount to about 300 tons per 
month, about equal to the rate of consumption in the other states. There are no 
locally produced substitutes for sugar in Alaska that could be used to offset a 
shortage of sugar, so that stocks would be the only source of supply in a 60-day 
period without inshipments. The amounts needed in a stockpile would depend 
on amounts normally held in Alaska. 

Coffee, tea, cocoa and spices, also, are obtained entirely from outside sources. 
These items would be important for maintenance of morale in an emergency. 
Amounts needed in a stockpile, again, will depend on amounts normally held. 

In 1955, Alaska produced about 15 percent of the grain feed used for the rela- 
tively small numbers of livestock, but the quality of locally grown feed is high and 
production is increasing rapidly. Monthly inshipments were about 400 tons in 
1955. Feed concentrates in commerial stocks are enough for a minimum of 30 
days. Some additional supplies are on farms, but it appears that additional 
stocks of feeds may be needed in a stockpile. 


Hawall 


Food production and shipments—The daily consumption of commercially 
marketed food in the Territory of Hawaii is about 3.4 pounds per capita, or about 
26,400 long tons per month for the 566,000 civilians in 1958. Hawaii produces 
more than half of the tonnage of its commercial food supply, but the locally 
produced foods provide only about 30 percent of the food energy consumed by the 
civilian population. Data for local production are incomplete, however, since 


they include only the “marketings”. About 97 percent of the inshipments of food 
are from the U.S. mainland and they are primarily flour and rice. These two 
items supply about 37 percent of the total energy value in all foods consumed in 
Hawaii(Table II). These cereal foods, therefore are essential to the subsistance 
of the people. Other inshipments include meat, poultry, fish, dairy products, 
fats, oils, fruits and vegetables. Also, practically the entire supply of feed 
grains is obtained from offshore sources. 

An analysis of land use in Hawaii helps to explain the large extent of de- 
pendence of the people on food inshipments. In 1954, about 8 percent of the 
land area of the islands was used for cultivated crops and 86 percent of this crop 
land was devoted to the production of sugar and pineapples. This left only about 
48,000 acres of crop land to provide other foods for 503,000 people, or about 0.1 
acre per capita in 1955. This is in contrast to more than two acres of crops per 
capita on the mainland of the United States. Substantial amounts of foods are 
shipped out of Hawaii, mostly sugar and pineapples. In an emergency, larger 
amounts of sugar and pineapples would be available for local use, and their con- 
sumption would be limited only by the tastes of the people. Other food items 
that are normally exported are primarily fish, fresh fruits and coffee. The 
usual outshipments of these latter items probably would be utilized in Hawaii, if 
ocean shipping were interrupted in an emergency. 

Possible food shortage in an emergency.—The Governor of Hawaii has stated 
that, “The stockpiling of food in this Territory * * * is deemed extremely im- 
portant to the safety of our people * * *.” He suggests the stockpiling of 
9,000 tons of foods, including most of the items that are normally obtained from 
outside sources. He estimates that this food would have an inventory value of 
about $350 per ton, or a total value of $3,150,000. 

It is estimated that wholesale stocks of imported foods in Hawaii are sufficient 
to meet requirements for a period of two to three weeks without inshipments. 
More than 90 percent of these stocks are in or near Honolulu, where more than 
half of the people live. An enemy attack on Honolulu could destroy a large pro- 
portion of these stocks, but it might also kill a large number of people. For the 
purposes of this report, it is assumed that any attack on Hawaii would destroy 
equal proportions of the population and the food supply. 












































































































































































































































194 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 








The Territorial Governor indicated that the idea of creating a stockpile in 
Hawaii has been under discussion since 1936, when Hawaii had a major shipping 
strike. Periodically, it has received the attention of many people. Hawaii is 
vulnerable to “acts of nature”, such as tidal waves, volcanic activity and 
meteorological conditions of wind and excessive rain. The four largest importers 
of food operate with only 14 to 21 days of supply of most items and only enough 
rice for 10 days. The statement submitted by the Governor states, however, that 
“If our outlying islands escape enemy action, then their food supplies, imple 
mented with local production, can carry them for at least 60 days. Long before 
that, provisions of a staple nature would be exhausted, but substitutions would be 
possible and the civilian population on outlying islands is far less vulnerable than 
that living on Oahu. It, therefore, seems logical to suppose that the major 
logistical problem, during the first 60 days of an emergency, will be confined 
primarily to the 302,497 people residing in the city of Honolulu. Sufficient food 
is an important insurance and necessity”. 

The report from Hawaii states that the people outside of Honolulu could 
subsist for 60 days without inshipments and it suggests that a stockpile should 
be established only for Honolulu. It is recognized that rural people are less 
dependent on imported foods than are urban residents. The following analysis 
of possible food shortages, however, is based on the supplies and requirements 
of the entire population of 566,000 civilians in the Hawaiian Islands, because 
separate data are not available regarding food requirements of the 302,000 
people who live in Honolulu. 

Inshipments of meats and other foods in the meat group provide about 46.7 
percent of the total energy value of this group (Table II). Normal wholesale 
stocks and exports, presumably, could be made available for local consumption 
during an emergency, but this would not offset the loss of waterborne inship- 
ments for 60 days. Even with substantial increases in local production of meats 
and nuts, there would be a shortage. A stockpile of 400 long tons of dry beans 
probably would raise the local supply of the meat group to about 90 percent 
of normal, based on energy yalue, although the shortage of red meats would be 
about 25 percent. These estimates are based on the assumption that the slaugh- 
ter of meat animals would be increased 25 percent and the consumption of 
locally produced and marketed nuts would be doubled. This increased meat 
production would require a reduction of less than 5 percent in number of beef 
cattle and hogs on farms. Production of other local items is assumed to be at 
normal levels in an emergency. On this basis, it appears that the stockpile 
of items in the meat group could be limited to about 400 long tons of dry beans. 

Fresh milk from local dairies provides about 43 percent of the total supply of 
milk and milk products consumed in Hawaii. The loss of inshipments of canned 
milk, dry milk, and cheese could be offset by depletion of the normal stocks, 
during an emergency. There would be a shortage of other dairy products if 
inshipments were discontinued, but available information does not indicate the 
principal kinds of products in this group. It is believed that temporary scar- 
city of these would not cause serious hardship, so that no additional stocks of 
any milk products seem to be necessary. 

No local production of fats and oils is reported, although it may be assumed 
that local products include small amounts of butter, lard, beef fat, and coconut 
oil. The consumption per capita, however, probably is about equal to the rate 
on the U.S. mainland, although data on inshipments indicate a rate equal to only 
a third of the mainland rate. Normal stocks of fats and oils in Hawaii are 
sufficient to equal the indicated inshipments, except for butter and margarine, 
for a period of about 6 months. This would be a 2-month supply at the U.S. 
rate of consumption. Additional stocks of fats and oils, therefore, would not 
be needed during a 60-day interruption of ocean shipping. 

Wheat and other cereals are not produced in Hawaii, except for a small 
amount of rice. Yet cereal products supply about 41 percent of the energy 
value of all foods consumed in Hawaii. Also, there is no commercial flour mill 
in Hawaii. Cereal products, therefore, would be most essential in a food stock- 
pile. It is fortunate that these important items are generally storable, although 
some special packaging might be desirable. The needed amount of additional 
stocks are calculated so as to provide only slightly less than the norma! total 
daily caloric intake during a 60-day period without inshipments. This would 
require increases in stocks totaling about 5,500 long tons of rice, 1,500 long 
tons of flour, and 3,200 long tons of other processed cereals and miscellaneous 
packaged foods. An alternative would be to stockpile grain and to provide 
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emergency milling facilities, or perhaps to prepare less refined cereal foods 
in feed plants during an emergency. 

Inshipments of fruits and vegetables for consumption in Hawaii constitute 
nearly 70 percent of the consumption of this food group. These inshipments 
include white potatoes, canned vegetables, and various fruit products. They 
supply about 9 percent of the total energy value of all food shipments into 
Hawaii, although they constitute 34 percent of the tonnage of inshipments. 
These fruit and vegetable imports, therefore, require a relatively large amount 
of shipping space in relation to their energy value and some of them require 
refrigerated storage or special precessing and packaging for conditions of storage 
in Hawaii. It is estimated that normal stocks and possible accelerated pro- 
duction would provide about 67 percent of the fruit and vegetable needs of the 
civilian population during the first 60 days after an attack, even though there 
were no inshipments during the period. In such a situation, it is assumed that 
the people of Hawaii would consume more rice, beans, and local fruits, especially 
pineapples. Consumption of locally grown root crops probably would be increased. 
It is concluded, therefore, that no fruits or vegetables, either canned or other- 
wise, should be recommended for a food stockpile in Hawaii. 

Sugar and sweets would not be included in any stockpile of foods in Hawaii. 
Nearly all of the sweets, other than sugar, are shipped into the island from the 
mainland, but their unavailability probably would not create any serious prob- 
lem during an emergency. It is assumed that consumption of sugar and sweets 
produced locally would increase under emergency conditions to offset any 
shortages of imported candy, preserves, and other sweets. 

Supplies of coffee apparently depend largely on inshipments of roasted coffee, 
although outshipments of green coffee far exceed the inshipments of processed 
coffee. Arrangements could be made for necessary processing of locally pro- 
duced coffee for local consumption during an emergency. Tea, cocoa, and spices 
probably should be considered for inclusion in any stockpile. 

Annual inshipments of about 90,000 long tons of feed concentrates into 
Hawaii constitute a very large proportion of the total commercial supplies. 
Data are not available in regard to feeds grown and fed on farms where they 
are produced. Concentrate feeds are utilized primarily for cattle, poultry and 
hogs, but the cattle and hogs receive less than a pound of concentrates per animal 
unit per day. This indicates that these animals depend largely on pasture and 
other noncommercial feeds. Commercial stocks of feed for farm animals amount 
to about 5,000 tons, or about enough for only 15-20 days’ needs. This supply 
would be enough to feed the dairy cows and poultry exclusively for about 6 
or 7 weeks. The location of these stocks of feed is not known, but it is presumed 
that a substantial proportion is in Honolulu and might be destroyed by an attack. 
Farm stocks of feed, no doubt, are generally sufficient for several days and would 
extend the period of feeding in the absence of inshipments. The report from 
Hawaii estimates that, in an emergency, 3,000 tons of commercial feeds per 
month would be sufficient if there were increases in the use of molasses and 
other noncommercial feeds. It seems likely, therefore, that the animals would 
suffer no serious losses, if normal stocks of 5,000 tons were to constitute the only 
supplies of commercial feeds available during a period as long as 60 days. The 
shortages might be alleviated to some extent by the accelerated slaughter of 
beef cattle and hogs to offset the decline in inshipments of meat and poultry 
from the other States. It is concluded, therefore, that stockpiling of feed for 
livestock in Hawaii probably is not necessary. 

The stockpile estimates have been determined with the assumption of in- 
creased production and processing of food in Hawaii during an emergency. 
It is believed that these amounts would provide approximately normal food 
energy for Hawaii during the first 60 days of an emergency. However, the 
assumed increases in local supplies may not be available unless there are 
advance actions to promote increased emergency production. The Governor’s 
report states that Hawaii has “complete plans whereby a considerable degree 
of self-sufficiency could be attained,” but a period of 4 months would be required 
to obtain a substantial increase in food production. This program is dependent 
on planting 22,000 acres of food crops and it would require not less than 12 months 
to achieve maximum production. With normal local production and processing 
and with the calculated stockpiles, there would still be a deficiency of about 5 
percent in over-all supply of food energy. This is based on the assumption 
that the stockpile would include 5,500 tons of rice, 4,700 tons of other cereals 
and 400 tons of dry beans, and that there would be no inshipments for 60 days. 
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PUERTO RICO 


Food production and shipments.—Puerto Rico has a population of more than 
2% million on an area of 3,500 square miles, mostly mountainous. Puerto Rico 
obtains about 62 percent of its food supply (food energy) from waterborne in- 
shipments. More than 90 percent of these inshipments of foods is obtained 
from the U.S. mainland. Outshipments from Puerto Rico are mostly sugar, 
of which the annual production is equal to nearly 1,000 pounds per capita of the 
population. Other foods shipped out of Puerto Rico are relatively unimportant. 

Food production for consumption on the island is restricted by the strong em- 
phasis on sugar as an export crop. Sugarcane utilizes about half of the crop- 
land, including about 80 percent of the land used for crops on the highly pro- 
ductive coastal plains. Coffee utilizes about one-fifth of the cropland, while 
tobacco and cotton occupy about 4 percent.*? Crops for local consumption, 
therefore, are grown only on the remaining fourth of the cropland, about 190,000 
acres, or 0.08 acre per capita. Double cropping is used where feasible, but land 
used for the food crops, other than sugar, is mostly of inferior quality because 
of steep slopes, shallowness, lack of water and other factors. 

A recent study indicates that Puerto Rico can increase substantially its pro- 
duction of food without loss in production of sugar.’ This would reduce the 
need for food stockpiles, but could not be done immediately. Sugar and milk are 
the major foods produced for local consumption, insofar as caloric value is con- 
eerned. These items supply about 615 calories per capita daily, or about 25 
percent of the food energy in all foods consumed in Puerto Rico. Other foods 
produced locally are primarily meats, chick peas, nuts, fruits, and root crops. 
Locally produced coffee is equal to about 75 percent of the requirements. 

The foods obtained from outside sources are primarily rice, wheat flour, dry 
beans and cooking fats. Inshipments of these four items supplied about 76 
percent of the total food energy in all inshipments of food in 1956-57, and 45 
percent of the total food supply in that year (table III). Other inshipments 
included meats, milk products and many items of minor importance. 

Locally produced foods that are normally exported, presumably, would be re- 
tained for local consumption in event of an interruption of receipts by water. 
This would not be a major factor in Puerto Rico because these outshipments, 
other than sugar, are relatively unimportant and would supply less than 2 
percent of the food energy needs of the local population. These outshipments are 
mostly coconuts, fruits and vegetables. 

Possible food shortages in an emergency.—The Chairman of the Puerto Rico 
Planning Board, has stated that, “in the opinion of all the government officials 
who have been contacted, an obvious need exists for emergency (food) stockpiles.” 

Interruptions in ocean shipping have caused food shortages in Puerto Rico on 
several occasions, During World War II, Puerto Rico suffered greatly as a 
result of acute shortages arising from the difficulties of continuing inshipments, 
The submarine blockade and the lack of shipping virtually isolated Puerto Rico 
from the mainland. The shortages of feed, fertilizer, equipment, and other essen- 
tials sharply reduced agricultural production. The curtailment of shipping made 
it essential that more food be derived from local sources.* Most rural people, 
however, could be largely self-sufficient for a 60-day emergency. 

Normal wholesale stocks of most foods are sufficient to meet requirements for 
only about 3 weeks, according to data supplied by the Puerto Rico Planning 
Board.® This refers to foods obtained from outside sources and, presumably, 
does not include retail stocks which the Puerto Rico Planning Board states are 
enough for about 15 days. For purposes of analysis, it is assumed that the whole- 
sale and retail stocks could be drawn down in an emergency, to a level equal to 
normal volume of retail stocks alone. 

The normal consumption of the meat and meat substitutes in Puerto Rico 
supplies about 400 calories of food energy per person per day, of which about 
72 percent is derived from inshipments (table III). It might be possible in an 
emergency to increase the marketing and consumption of local meats and nuts, 


2 Data on use of land are from the 1950 Census. 
‘ 3 ee Agricultural Program for Puerto Rico,” U.S. Department of Agricul- 
ure, 1§ 


as Se Comprehensive Agricultural Program for Puerto Rico,” U.S. Department of Agricul- 
re, oO. 

® The Board states that ‘normal food stocks of most items in Puerto Rico appear to be 
adequate to meet consumption needs for about 50 days.” This, however, is not borne out 
by data submitted by the Board. 
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put this cannot be assumed. The normal production and stocks of the meat 
group would provide a total of only about 330 calories of meats and related 
products per person per day during a 60-day interruption of inshipments. This 
is about 70 percent of the average consumption. It appears, therefore, that 
additional stocks of dry beans and dried fish would be desirable. This would 
require about 2,000 long tons of dried fish and 2,000 long tons of dry beans and 
would leave a deficiency of less than 10 percent in the caloric value of the meat 
group during a 60-day interruption of transportation. 

Total current consumption of milk products, excluding butter, is slightly more 
than a pint per person per day (milk equivalent). The major part of the total 
supply is derived from local production of fresh milk, although evaporated milk, 
cheese and dry skim milk are imported in substantial quantities. The reported 
normal stocks of the imported items are sufficient to meet the needs for more than 
60 days, so that additional stocks of milk products are not needed under the 
assumptions used here. 

Fats and oils, mostly lard, are consumed at the annual rate of about 40 pounds 
per capita which is only slightly less than the rate in continental United States. 
Nearly all of this supply is derived from inshipments and wholesale stocks are 
enough for about 27 days at the normal rate of consumption. Some additional 
stocks would be needed, therefore, for a 60-day period without inshipments. If 
the minimum rate of consumption were to be 80 percent of the normal rate, a 
stockpile would be needed to provide about 100 calories per person per day and 
would require about 2,000 long tons of stabilized fats for a period of 60 days. For 
prolonged storage, without refrigeration, most edible fats should be in sealed 
metal containers. 

Cereals and grains supply about a third of the total food energy of all foods 
consumed in Puerto Rico. Most of this is rice, although flour and other cereals 
are imported in substantial amounts. Nearly all of the supply of cereals is 
obtained from overseas sources, and the normal wholesalers’ stock are enough 
to meet the needs for only 15 to 20 days. Locally grown grains are not included 
as food, although some locally grown corn is used as food. The amounts are not 
known. Amounts of bakers’ stocks of flour are not known, but they, presumably, 
are in addition to these wholesalers’ supplies. These data indicate that the con- 
sumption during a 60-day interruption of transportation could be held close to 
normal by having additional stocks of 14,500 long tons of rice and 6,000 tons of 
other cereals. 

Fruits and vegetables supply about 10 percent of the energy in all foods con- 
sumed in Puerto Rico. Inshipments provide about a third of the total supply of 
fruits and vegetables, but normal stocks of a few canned items are sufficient to 
offset the loss of inshipments of all fruits and vegetables as a group, for 60 days. 
Also, some increases in use of local products probably could be accomplished in 
rural areas during an emergency. Therefore, it appears unnecessary to stockpile 
any fruits and vegetables. 

Sugar is shipped out of Puerto Rico in large quantities, so that normal stocks 
are more than adequate to meet emergency requirements. Some other sweets 
would be in short supply during an emergency, but this would not cause serious 
hardship. It seems likely that some increase in consumption of sugar and 
molasses from local sources could be accomplished during an emergency in order 
to offset shortages of other foods. It is assumed, therefore, that sugar consump- 
tion could be increased about 15 percent throughout a period of 60 days without 
inshipments of food. 

Coffee is produced locally, but tea, cocoa and spices are obtained largely from 
outside sources. It may be that local facilities would need to increase their rate 
of processing of local coffee during an emergency to offset inshipments of proc- 
essed coffee which normally constitute about 20 percent of the supply... Stocks 
of green coffee, no doubt, would be adequate, but tea, cocoa and spices probably 
should be included in any stockpile. 

About 91 percent of the grains and mixed feeds for animal feeding are obtained 
from outside sources. The normal stocks held by wholesalers are enough to 
meet the minimum needs for only about 3 weeks. Additional stocks might be 
needed in a 60-day emergency. Efforts to utilize additional amounts of local 
materials for animal feed have not met with much success in recent periods when 
drought conditions have caused feed shortages. A new facility, however, is being 
installed. which will process feed, flour, and corn meal and which will have a 
substantial capacity for storing grain. The operation of this facility may 
obviate the necessity of a feed stockpile, although it is located in a target area. 
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The present population of Puerto Rico would have about 93 percent of its nor- 
mal food energy supply during a 60-day emergency with normal production and 
without inshipments if there were the following additional stocks: Dried fish 
2,000 tons, dry beans 2,000 tons, lard 2,000 tons, rice 14,500 tons and other cereals 
6,000 tons, or a total of 26,500 long tons. These additional stocks might be in- 
adequate after an attack, since about 33 percent of the present food stocks and 
only 20 percent of the people are in target areas. It seems likely, however, that 
an attack would reduce the food stocks proportionately less than it would 
reduce population. Also, the production of food probably would be reduced less 
than population. 


Tue VirGiIn ISLANDS OF THE UNITED STATES 


The United States Virgin Islands consist of a number of islands forming a 
portion of the boundary between the Atlantic Ocean and the Caribbean Sea. 
They have a population of about 30,500 people. The census of 1954 reported 750 
farms, mostly on the island of St. Croix, but the number has decreased by con- 
version of land to other uses. In 1954, these farms contained about 6,300 acres 
from which crops were harvested, including 5,300 acres of sugar cane. Crops 
for local consumption were harvested in that year from about 1,000 acres or 
about 0.3 acre per capita. 

Available data indicate that commercially marketed foods produced on farms 
in the Virgin Islands supplied about 15 percent of the food energy in all foods 
consumed on the islands in 1955. There is some unreported home garden pro- 
duction. The report submitted by the Governor indicates, however, that prob- 
ably 90 percent of the commercial food supply currently is shipped into the 
islands by water, so that any interruption of waterborne transportation would 
cause serious shortages as soon as reserve stocks were depleted. Data are not 
available, however, in regard to the amounts of foods normally in stocks of 
dealers in the Virgin Islands. Shortages during an emergency would be greatly 
affected by the number of tourists who happened to be there. 

About half of the foods in the meat group are derived from local production, 
although this includes meat from slaughter of a substantial number of cattle that 
are shipped in from nearby British islands. Locally produced foods in the meat 
group are mostly meat, fish and eggs, with some fresh beans, lentils and coco- 
nuts. During an emergency period, inshipments of animals for slaughter might 
be interrupted, so that meat supplies would decrease, but harvest of coconuts 
might increase. The local supplies of the meat group in an emergency, therefore, 
probably would be about half of normal. This indicates that a stockpile of some 
items in this group is needed. 

Only about a third of the fresh milk used in the Virgin Islands is derived from 
local production, and production varies seasonally from about 50 percent to 20 
percent of the needs. Manufactured milk products are obtained entirely from 
outside sources. Minimum amounts of some manufactured milk items are highly 
essential, especially evaporated milk, but it is possible that normal stocks would 
be enough to meet minimum needs in a 60-day emergency. 

Inshipments provide the entire commercial supply of all fats and oils consumed 
in the Virgin Islands. Stocks data are not available, but it is believed that normal 
supplies would be inadequate to assure a minimum supply on the islands, if water- 
borne shipments were discontinued for 60 days. 

Cereals and grains are not produced for food on the Virgin Islands. A small 
amount of corn is produced, but it is used for livestock feed. Inshipments of 
cereals are vital, since they are estimated to provide about 25 percent of the 
energy in all foods consumed on the islands. A substantial amount of imported 
flour is normally shipped out, perhaps to other islands. This flour is presumed 
not to be available for local use in an emergency. A stockpile of cereal foods, 
therefore, appears desirable for an emergency, but the amount depends upon the 
volume of normal stocks, for which data are not now available. 

Commercially marketed fruits and vegetables supply less than 10 percent of 
the energy value of all foods consumed in the Virgin Islands. About 75 percent 
of these are obtained from outside sources, mostlv in the form of canned products. 
The loss of these inshipments for a period of 60 days probably would not cause 
serious hardship. 

Sugar is grown in the Virgin Islands. but the raw sugar is shinned out for 
processing. Interruption of inshipments of refined sugar, therefore, would 
cause a shortage of an essential part of the local food supply. This indicates a 
need for the maintenance of substantial stocks of refined sugar for emergency 
use, unless facilities for refining sugar are installed in the Virgin Islands. : 
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The statement submitted by the Governor of the Virgin Islands recommends 
that essential foods be stockpiled on each of the three islands, St. Thomas, St. 
Croix and St. John, since they are separated by about 40 miles of open sea. Fear 
of inflationary prices in an emergency was the basis for his suggestion that 
stockpiled foods should be owned by the Federal Government. 

The available information indicates, therefore, that there would be major 
problems in stockpiling foods in the Virgin Islands. Nevertheless, there seems 
to be justification for a stockpile of some foods. Such a stockpile probably 
should include evaporated milk, lard, rice, flour, sugar, and coffee, as a mininum. 
A definite conclusion in regard to the size of stockpile and the foods to be includ- 
ed depends on the extent of normal stocks and the problems which develop as 
detailed plans are made for stockpile management. 


GUAM ISLAND 


Guam Island has a civilian population of about 38,600, excluding families of 
members of the Armed Forces. Prior to World War II, Guam produced a 
large proportion of its food supply, especially fruits and vegetables. Military 
operations on the island since 1942 have greatly reduced the arable land avail- 
able for agriculture. The Census of Agriculture indicates that crop production 
declined 86 percent between 1939 and 1949. In 1957, the production of fruits, 
vegetables and corn had increased to about 16 percent of the 1939 level, whereas, 
the production of coconuts was only about 8 percent of the 1939 level. 

The current production of foods on Guam, therefore, is largely poultry 
products, coconuts, fruits and vegetables, All of these provide only about 16 
percent of the energy value of all foods consumed by civilians on the island. 
Rice supplies about 37 percent of the calorie value of all foods used, but very 
little rice is produced locally. Other important inshipments of foods include 
meats, milk products, fats and oils, flour, sugar and coffee. Normal commercial 
stocks of these items are sufficient to meet the needs for about 44 to 63 days, 
depending on the items. It appears that increased dependence on local produc- 
tion in an emergency could supplement normal food stocks, so that no serious 
hardship would result during a 60-day period without waterborne shipments. 

The Governor of Guam recommends the stockpiling of most of the items 
not produced in substantial quantities on the inland. He recommends that items 
for a stockpile be sealed in cans, including meats, evaporated milk, fats, sugar, 
cereals, and coffee. 

Food supplies maintained on Guam by the Navy would be available to supple- 
ment the civilian supplies to some extent in an emergency. A stockpile of food 
for civilians, therefore, is not recommended. Some added stocks might be desir- 
able, however, if it is to be assumed that more than 60 days would elapse 
without inshipments. 

RYUKYU ISLANDS 


The Department of the Army has administrative responsibility for Ryukyu 
Islands, which include Okinawa, and where about 45,000 people are employed 
in support of the military base. These islands have a population of about 
816,800. Rice is the principal food item that is obtained from outside sources 
and this item normally arrives from offshore sources during the period of 
January through April each year. The lowest point in level of rice stocks, 
therefore, is about December 31, when the storage facilities are filled to only 
about 17 percent of capacity. The High Commissioner who represents the 
Department of Defense estimates that rice consumption amounts to about 3,400 
tons per month and he recommends that consideration be given to providing 
a stockpile of 8,000 tons of rice. He states that “serious rice shortages are 
occasioned by droughts, typhoons, and inability to arrange timely government- 
to-government negotiations,” and that these problems have led to the necessity 
of rationing “during the present fiscal year.” 

The total capacity of facilities for storage of rice is estimated at 35,050 long 
tons, so that the minimum stocks of rice (17%) in December are about 6,000 
tons. The monthly utilization of 3,400 tons indicates that these minimum 
supplies are enough to meet the needs of the people for nearly two months. 
The Ryukyu produce only limited amounts of rice, sugar and meats, but they 
produce most of their requirements of sweet potatoes, pulses, other vegetables 
and fruits. Data furnished by the High Commissioner indicate that the locally 
produced foods constitute about 61 percent of the diet of the people, while 
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inshipments of rice supply about 21 percent of the diet.* Stocks and seasonal 
production of local products have not been reported, but it is assumed that sub- 
stantial amounts are available at all times of the year. This is especially true of 
sweet potatoes, which could be harvested at an accelerated rate in a period of 
rice shortage. Sweet potatoes supply about 37 percent of the calories of all 
foods consumed, as reported by the High Commissioner. 

Information submitted by the High Commissioner does not include data in 
regard to normal stocks of food, except rice, so that it is not possible to present 
a satisfactory appraisal of the need for additional stocks of other food in the 
Ryukyus. It has not been demonstrated clearly that any large additional amount 
of rice should be stockpiled, since the minimum stocks of rice normally are suf- 
ficient for about 53 days on December 31, which is at the beginning of the season 
of heavy inshipments. Additional stocks of about 500 tons of rice would assure 
a 60-day supply at all times. The possible shortage of rice and some other foods 
in a 60-day period without the additional stocks and without inshipments prob- 
ably could be offset, insofar as energy values are concerned, by increased con- 
sumption of sweetpotatoes and other locally produced foods. 


OTHER TERRITORIES AND POSSESSIONS 


Stockpiles of foods are not recommended for other offshore Territories and 
possessions. This includes those under the administrative management of the 
Department of Defense, namely, Wake Island, the Saipan district of the Trust 
Territory of the Pacific Islands and the Bonin-Volecano Islands. It includes 
also the Territory of American Samoa. 

Food storage facilities on Wake Island have a capacity for storage of 3-months’ 
supply of foods for the 950 persons who live there, all of whom are supplied by 
and employed by contractors, commercial airlines, and the Civil Aeronautics 
Administration. There is no native population. Replenishment of stocks is 
done monthly, so that the minimum stocks are sufficient for 60 days. Additional 
warehouses are being planned for installation by the Civil Aeronautics Admin- 
istration. In view of these facts, it is not considered necessary to stockpile 
additional food supplies on Wake Island. 

Saipan has a civilian population of about 6,600. Rice is the principal food, 
and is nearly all obtained from outside sources. Rice is the source of about 
50 percent of the food energy in all foods consumed on the island. Locally 
produced foods constitute only about 12 percent of all civilian foods, as measured 
by caloric value. The Bonin-Voleano Islands also depend largely on inshipments 
of food. Normal stocks of rice and other foods have not been reported in detail, 
either for Saipan or for the Bonin-Volcano Islands. Navy activities on these 
islands depend primarily on the Naval Supply Depot on Guam, which is nearby. 

The Department of the Navy states that “stockpiling of food on either Saipan 
or the Bonins is not recommended.” This conclusion is based on the assumption 
that civilian food needs on these islands could be met in an emergency by ship- 
ments from the Naval Supply Depot on Guam. 

The Trust Territory of the Pacific Islands is administered by the United 
States under the trusteeship system of the United Nations. It includes about 
2,000 islands and islets scattered over an area of 3 million square miles in the 
Central Western Pacific area. They include the Marshall Islands, Mariana 
Islands, the Caroline Islands, and others. Some islands have no permanent 
residents and others are densely populated. The economy of these islands is 
based primarily upon subsistence agriculture and fishing. Tree crops and root 
crops provide the staple vegetable diet and are sufficient in quantity and easily 
cultivated on most of the islands. Seafoods also are plentiful. Coconuts are 
produced in large quantities and large amounts of copra are exported from 
some islands. Inshipments of foods are relatively small. The High Commis- 
sioner for the Trust Territory states that, “as a result of our analysis, we have 
concluded that we should not undertake a food stockpiling program in the 
Trust Territory.” 

The civilian population of American Samoa is about 20,000. Fish, coconuts, 
yams, breadfruit and other fruits are the principal foods that are produced 
locally. Inshipments of other foods are obtained from nearby sources, such 
as New Zealand, Western Samoa, Australia and Hawaii, although some foods 
normally come from the U.S. mainland. The Governor of American 
Samoa has analyzed the food situation and has concluded that “stockpiling 


¢ This excludes food for U.S. military personnel. 
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of food (there) is neither necessary nor desirable.” He has considered the effects 
of wars and hurricanes and has studied the problems of supply and storage. 
He indicates that any interruption of transportation would extend over a period 
no longer than 60 days and that the Territory has a good supply of local foods. 
He states that conditions are unfavorable to stockpiling food. This is based 
on an experience by the Navy in which it was found that dehydrated foods 
had to be used after 60 days in order to prevent spoilage. Stockpiling food, 
therefore, is not recommended for American Samoa. 


FOOD STOCKPILE MANAGEMENT 


A plan for management of stockpiled foods needs to be determined prior to the 
establishment of a food stockpile. The reports of some of the governors of the 
offshore areas recommend stockpiling a large variety of foods under a program 
which would provide for execution of agreements with food processors and dis- 
tributors for procurement and management of the food held for emergency use. 
These proposals indicate, or imply, the use of Federal funds to construct or » 
adapt additional storage facilities for stockpile use and to pay the expense of 
holding and managing the stockpiles. An alternative procedure would be to 
establish a stockpile composed largely of surplus foods acquired in price sup- 
port operations. This, however, would require processing facilities. 

Many problems would be encountered in the maintenance of adequate food 
stockpiles. It would be necessary, for example, to provide frequent inspection of 
any stocks being held under contract with private firms in order to assure that 
the agreed-upon amounts were on hand and properly rotated. There would need 
to be a maximum and a minimum rate of movement in and out of storage for 
which payments would be authorized. It would be necessary to specify conditions 
under which private dealers would be permitted to deplete the stockpile. This 
might include war, shipping strikes, natural disasters, and other situations that 
would cause a shortage of food from normal sources and would require the 
immediate use of stocks being held for emergency uses. Plans would also be 
needed for distribution of stockpiled foods for use in an emergency. 

It might be preferable to establish food stockpiles in offshore areas according 
to a plan that would depend entirely on Government ownership and management 
with rotation of “old’”’ stocks either through the trade, Government outlets, or, 
possibly for livestock feed. This type of program probably would involve mostly 
unprocessed grains, flour, rice, dry beans, dry skim milk, and fats or oils. These 
could be stored for long periods and used to supplement locally produced items 
and would sustain life in an emergency. 

Processed foods in a Government owned and managed stockpile might be 
rotated into use through various Government programs which distribute foods 
for school lunches, charitable organizations and other outlets. It is unlikely, 
however, that these Government outlets could dispose of the quantities of foods 
needed in a large food stockpile unless the foods are held 2 or more years. The 
volume of foods to be held in a stockpile might be as much as 10 or 15 percent of a 
year’s supply for the entire civilian population of these offshore areas. This is 
much more food than the civilian government agencies normally handle in all 
of their food programs in a year. 

A modified Government-managed stockpile might be developed, using Govern- 
ment funds to provide warehoushes and to purchase the food, but depending on 
private dealers for rotation of “old” food into use. As a means of rotating stocks, 
agreements by private dealers might be developed for their purchase, periodically, 
of certain amounts of stockpiled foods. Such a stockpile could also be used to 
supply food for certain public assistance programs such as the school lunch 

rogram. 
" The selection of foods and kinds of containers to be included in a stockpile 
would be very important in stockpile management. Standard brands and pack- 
ages would be relatively easy to move into trade channels without loss of value. 
Their initial costs, however, would be high and the necessary frequency of 
turnover would increase management costs. In some of the offshore areas, 
some of the standard food items would be unsuited to storage for even 6 
months without refrigeration. Also, some regularly used containers would not 
provide satisfactory protection from contamination by radioactive fallout. 
Many commercial food items are bulky, costly, and not essential for emergency 
use. It would seem practical, therefore, for any stockpile to contain only a 
minimum number of the most storable items. In fact, the lowest cost of stock- 
pile management might result from holding foods as long as they would be edible. 















































































































































































































































202 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 





For a low cost stockpile, whole grains such as rough or brewer’s rice, wheat, corn, 
and soybeans should be utilized as much as feasible. These could be stored for 
long periods, especially if in special containers, and, if not needed as food, could 
be moved into livestock feed or other nonfood uses at the end of their useful 
life for food. For such a low-cost stockpile, rice, other cereals and dry beans, 
for example, might constitute the entire stockpile in Hawaii. In Puerto Rico, 
these items probably could constitute about 75 percent of the tonnage of a 
stockpile of selected foods. The feasibility of stockpiling such unprocessed 
foods, however, would depend on local tastes and would require minimum pro- 
cessing facilities for emergency use, 

Storage conditions and facilities.—All offshore areas of the United States, 
except Alaska, are in or near the Tropics. The warm and humid climates of 
these areas make food storage difficult and expensive. Special care and packag- 
ing are necessary to prevent quick spoilage of many items. By contrast, severe 
winters and difficult transportation in Alaska would hamper the management 
of a stockpile in that area. It is essential, therefore, that more detailed con- 
sideration be given to these problems before preparation of final plans for large- 
scale food stockpiling in offshore areas. 

The relative advantages of cool storage and dry storage must be determined. 
The decision should be made largely on the basis of the relative economy of oper- 
ation of the stockpile. Most items packed in tin may be held safely at 50° F. 
for 2 to 5 years, and some can be held 10 to 15 years. In contrast, without refrig- 
eration in the Tropics, many of the same items would deteriorate seriously if held 
longer than 1 year. It is estimated that the annual cost of cool storage is 
about $1 per hundredweight more than dry storage. It is desirable, therefore, 
that consideration be given to the possible economic advantage of using refrig- 
erated storage if relatively perishable items are stockpiled. 

Experience during World War II is helpful in an appraisal of local problems 
of food storage in these areas. Dampness and insects are the major causes of 
deterioration of food in storage in tropical locations. Insects in tight ware- 
houses can be controlled by fumigation and both insects and dampness can be 
kept away from food by use of special packages, such a metal, glass and plastic. 
Even tin cans unless properly protected, deteriorate rapidly in the tropical 
climates of offshore areas. Both rice and salt cod may develop an objectionable 
yellow color if held too long and lard often leaks out of wooden tierces when 
held longer than normal periods in the tropics. 

The report from Alaska indicates that adequate space is available outside 
of target areas to store any additional food stocks that may be needed. Unused 
mines, for example, would be considered. The storage life for stockpiled food 
would probably be much longer in Alaska than in tropical climates, so that the 
rotation of foods out of a stockpile into use could be done at less frequent inter- 
vals than in other offshore areas. Also, as the report from Alaska states, plans 
have been made to move the people to the foo€@ in an emergency, rather than 
to move the food to the people. 

The report from Hawaii indicates that all of the regularly used food storage 
facilities are usually filled to capacity and that about 93 percent of this capacity 
is in target areas. The report indicates, however, that other “adequate storage 
facilities could be made available without hindering the military requirements.” 
This would include “many buildings and tunnels” that were constructed during 
World War II for military supply storage on Oahu. Other storage facilities 
are available on nearby islands from which supplies could be brought to Oahu 
by barge “in the absence of submarine activity.” Adequate dispersion of stock- 
piles, however, would increase storage costs. 

The report of the Puerto Rico Planning Board states, “There is comparatively 
little comprehensive information in Puerto Rico dealing with storage facilities, 
inventories, food consumption,” et cetera. Data submitted by the Puerto Rico 
Planning Board indicate that wholesalers’ warehouses have a total capacity of 
81,960 cubic feet of refrigerated space and 470,144 square feet of other space for 
food. This does not include warehouses normally used exclusively for sugar 
or tobacco. Information is not available to indicate capacities and locations 
of unused space that might be available for food stockpiling. 

The Virgin Islands and other small territories and possessions generally have 
inadequate facilities for storage of a food stockpile, because some foods en route 
to the Virgin Islands are normally stored in Puerto Rico and moved by barges 
and other small craft to the Virgin Islands as needed. The Ryukyu Islands 
apparently have adequate military owned storage facilities for rice on Okinawa. 
Storage facilities are not available in the Ryukyus for a stockpile of other foods, 
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but the report from the Governor of Guam suggests that only rice is needed in 
a stockpile. It recommends also, that foods fer a stockpile should be packaged 
in tin to prevent spoilage. The report indicates the capacities and locations of 
facilities for storing food, but does not indicate the extent of unused capacity 
that would be suitable for storage of stockpiled items, if a stockpile were to be 
established. 

Processing facilities :—Food processing in Alaska is restricted largely to fish 
canneries, which are utilized primarily for processing fish for shipment out of 
the State. These plants produce large supplies of fish during the summer 
months. About 95 percent of their capacity is outside of target areas. If cans 
are available during an emergency, large amounts of “scrap” fish might be 
canned, although this would involve problems of location and seasonality in 
relation to the regular canning operations. In an emergency, the fish canning 
plants could double their production, if raw fish, labor, and other requisites were 
available. This would require advance preparations, including stocks of cans 
and offseason labor. Other food processing facilities in Alaska are primarily 
milk plants and bakeries and these supply only a small proportion of the local 
requirements for these products. It is significant also that about 69 percent of 
the capacity of bakeries and 77 percent of the capacity of milk plants are in 
target areas. There are no other processing facilities in Alaska that could 
contribute major amounts of processed foods in an emergency. 

Processing plants in Hawaii produce primarily sugar and fruit products. 
Nearly all sugar processing plants are outside of target areas, but about 75 per- 
cent of the fruit plants are in Honolulu. It is indicated that plants for processing 
meats, coffee, and other products are mostly in Honolulu. A nuclear attack 
on Honolulu, therefore, might render inoperative large portions of the processing 
capacity, except for sugar. The remaining fruit canning plants outside of 
Honolulu, however would be able to process adequate amounts of their products 
to meet the needs of Hawaii if cans were available and if they were operating 
at near normal capacity. Cans would probably be the limiting item. 

Food processing plants in Puerto Rico produce a wide variety of products. 
Sugar plants predominate in volume of production and nearly all of them are 
outside of target areas. Dairy plants are second in importance with 90 percent 
of their capacity in large cities. Canning plants and bakeries also are impor- 
tant and about half of their capacities are in potential target areas. Meat packing 
plants and coffee roasters, presumably, are included in the miscellaneous 
group, which has about 90 percent of its capacity in target areas. Grain 
processing plants are primarily outside of target areas, although, a new flour 
mill is being built on the west side of San Juan Harbor. A nuclear attack on 
target areas in Puerto Rico, therefore, could greatly reduce the capacity of 
Puerto Rico to produce the processed products that it would need. 

The Virgin Islands generally buy their food in processed form. Even sugar 
cane is shipped out for processing. There are some small processing facilities, 
such as slaughter houses, bakeries, and milk plants, but very little information 
is available concerning them. 

The Ryukyu Islands have four plants producing sugar, a flour mill and a noodle 
factory. All, except one sugar plant, are on Okinawa. All of these plants 
operate near capacity. 


STOCKPILE COSTS 


The high cost of food stockpiles is a major deterrent to their establishment. 
A food stockpile would involve a continuing investment in food by rationing 
and some expense for construction or improvement of warehouses and facilities. 
Also, there would be management costs for supervision, storage, rental, inspec- 
tion, handling, transportation, processing, packaging, interest, and depreciation 
of stockpiled foods. If stockpiling is undertaken, these costs probably should 
be shared by the Federal Government and the governments of the offshore areas 
charged to civilian defense. 

The report from Hawaii includes some information in regard to anticipated 
costs of a food stockpile. The report indicates that initial costs per ton of rice 
would be $185, and that some canned meats would cost as much as $900 per ton. 
A stockpile of staple items would be less costly than a stockpile that contained 
a complete assortment of standard brands and packages, even though price 
depreciation might be greater on the staples. The stockpiling of unmilled rice, 
wheat, and corn would require that minimum processing facilities be available 
in nonvulnerable locations. 
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It is estimated that average costs of staple items in Commodity Credit Cor- 
portion stocks would be about $200 per ton, including special packages. By 
contrast, a more complete assortment of finished processed products in standard 
retail packages probably would cost $400 per ton. The total acquisition and 
packaging cost of stockpiles for Puerto Rico, Hawaii, and Alaska, therefore, 
would be about $9 million if only items in CCC stocks were included. The initial 
cost of a more complete selection of processed foods probably would cost nearly 
$20 million to provide stockpiles for these three areas, asSuming a period of 60 
days without inshipments. Other initial costs in these areas probably would be 
close to $1 million. Annual costs of management would be substantial and would 
vary widely, probably between 10 percent and 20 percent of initial costs, depend- 
ing on types of commodities and other factors. 

Additional study of costs as a basis for choosing between alternative types of 
foods and methods of stockpile management, and for detailed planning. 


CONCLUSIONS 


Under the assumptions used for this analysis, it appears that stockpiles of 
foods for use in case of an attack on this country may be justifiable for Hawaii, 
Alaska, Puerto Rico, the Virgin Islands, and possible other areas that are heavily 
dependent on ocean shipping. 

Before detailed plans are made to stockpile any food, more information is 
required in regard to the normal stocks of food at wholesale and retail. Addi- 
tional data is also needed on seasonul variations in stocks and production. 
Other factors that require further study include the possible increased use of 
local products, and the probable losses of food resources and population in event 
of a nuclear attack. Bstimates are needed in regard to the amounts of ship- 
ments of food that could be moved subsequent to an attack to each offshore are» 
in spite of enemy actions. Perhaps, the assumed uniform period of 60 days 
without inshipments is unrealistic, and should be increased for some areas and 
reduced for others. 

The reports from the offshore areas generally recommend the stockpiling of a 
large number of items in the usual types of packages in order to promote ease of 
rotation of stocks into the channels of trade. The practicality of such a stock- 


pile, however, depends on whether the food wholesalers are willing to buy foods 
from the stockpile at prices comparable to replacement costs. The cost of such 
a stockpile must be compared with the probable cost of a stockpile of a more 


limited selection of staple foods. Another question is in regard to the propor- 
tions of processed foods and unprocessed foods that should be included in each 
locality. 

It is estimated that food supplies for stockpiles to make total supplies suffi- 
cient for 60 days in Hawaii and Puerto Rico would cost about $3 to $5 per 
capita for the population to be served. The cost would be relatively high in 
Alaska, probably $10 per person, primarily because of the greater extent of 
dependence on offshore sources for food in Alaska. Other costs of installing a 
stockpile would be substantial. Annual costs of rotating the stocks and for 
administration probably would be nearly as much as the original cost of food 
for the small pilot operations. 

A major question involved is how closely any stockpile should be held to 
mere survival level, in the event there is a stockpile established. One method 
deserving consideration for analyzing the problems of obtaining local partici- 
pation in rotating food in a stockpile and for solving other management prob- 
lems would be to establish small pilot-type food stockpiles. One pilot food stock- 
pile in each of Alaska, Hawaii, and Puerto Rico should provide the experience 
necessary to determine both the most feasible procedures and the practicality 
of food stockpiling. At the same time, those people developing and managing 
these pilot stockpiles would be able to obtain other needed information, such 
as the amounts of local food stocks and the availability, location, and cost of 
suitable storage facilities. 

Any pilot stockpile could be in the normal trade area for a small city and 
planned to supply that area in event of an attack. It could contain supplies 
of Government owned surplus commodities, such as rice, dry beans, dry milk, 
and other cereals, packaged to meet local storage conditions. Where it is pos- 
sible to make satisfactory contracts or arrangements with local food wholesalers 
to rotate processed foods in consumer packages, the stockpiling would also 
contain mutually agreed upon amounts of such items. Any pilot stockpile pro 
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gram could be used to develop a satisfactory type of contractual arrangement 
for rotating commercial foods from stockpile through commercial trade channels 
and for rotating stocks of surplus food commodities. Experience with a pilot 
stockpile, also, would aid in determining storage life under local conditions 
in these areas. 

The question of who would manage and finance any food stockpiles has not 
been resolved. This responsibility will depend, in part, on whether such food 
stockpiles are determined to be more comparable to retail food stocks, which 
are the responsibility of the State, Territory or Commonwealth government 
and the local people, or to wholesale and processor food supplies which are the 
responsibility of the Federal Government. It appears necessary, in any case, 
that any food stockpiling program must have the support and participation 
of local governments, the State Commonwealth or Territory government and 
the appropriate Federal agencies. 


TaBLE I.—Alaska: Estimated tonnages of foods available for civilian use, and 
percent of calorie value derived from inshipments and from food groups 








Long tons per year 


Food energy supply 











Item or group 










Inship- Consump- | Percent in-| Percent of 
ments ? tion * shipments total 






















eaneeehdeinesenntdeieteteibiaiaialaiinall 92.6 21.1 
Peewnw ene nasenesaenesensans 98. 0 18.8 
ee 62. 1 Li 
[ore cee SRE aR SS 3.0 1.2 

ih se ceoeealili 0 0 
ponconeebchibekbosocwaad 68.9 10.1 
Freel BBB 66 <<--<-5gg ais noes dp 0 3.1 
COTA WRN. 0 onc nh cls ath 02ann hile 100. 0 2.3 
Dry milk and cheese. ...........--.... 100. 0 2.2 
Other milk products §............-...- 100.0 2.5 
Kate ani, GOR, TORR) S. ..nnchenvconvoncmssenes 00. 0 4.3 









Butter and margarine 5__............-- 
SCM cilettish Reknnne db-enmadietyakmnprita 









Cereals and grains, total...........-.....-. 


















Flour and flour mixes. -_.............- 
Other cereals and miscellaneous ’ 


Fruits and vegetables, total. --...........- 






Potatoes, white and sweet__..........-. 
Canned fruits and veretables 5_..._. 
Other fruits and vegetables 








Sugar and sweets 


Totzl foods 
Animal feeds 


























1 Production data are compiled from information provided by the Governor of Alaska. 


2 Shipments are derived from ‘“‘Waterborne Commerce of the United States’, by the Department of the 
Army for 1955. 


3 Outshipments are excluded. 

4 Based on local consumption, only, at the rate of 20 pounds per capita annually. 

5 Data are unavailable or known to be incomplete. 

6 “Otber”’ milk products are unknown as to major items, but are assumed to be represented by ice cream, 
i.e., for estimating caloric value. 

7 “Miscellaneous” includes canned items and other dry groceries not otherwise included in this table. 
The energy value is estimated at 500 calories per pound. 

8 The calculated daily supply of food energy is about 2,800 calories per capita for the 145,000 people depend- 
ent on civilian supplies. 
* Based on tonnage of concentrates. 






206 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 


TaBLe IIl.—Hawaii: Estimated tonnages of foods available for civilian use, and 
percent of caloric value derived from inshipments and from food groups 


Long tons per year ! Food energy supply 


Item or group 
Inship- | Consump-| Percent | Percent of 
ments tion from in- | total food 
shipments supply 


Meat group, total 


Red meats 

Poultry and eggs -- 

Meir ys ee 
Dry beans, peas, and nuts- 





Milk group, total......... e 4 57, 010 


Fresh milk. .........--- 40, 179 
Canned milk... .....-.- iki = ah 0 893 
Dry milk and cheese - - . .- 893 
Other milk products... ; 15, 045 





Fats and offs, total... ..............-... 


Butter and margarine_____.......-.- 


Grains and cereals, total_.-. 
Flour and flour mixes..............---- 
Other and miscellaneous 4 


Fruits and vegetables, total_.............-- 





Potatoes, white and sweet ..........--- 
Other starchy items. - -- 
Canned items 





Sugar and sweets, total LS 6 12, 575 14, 955 
Coffee, green basis 4, 420 1, 607 

eo elae 123, 220 1 277, 411 
Animal feeds, total 87, 411 87, 857 


1 Production data (marketings) and domestic shipments are compiled from ‘Statistics of Hawaiian 
Agriculture,’ 1956. Other shipments are from ““Waterborne Commerce of the United States,” 1955. Out- 
shipments are considered in calculating consumption. 

2 Amounts are believed to be negligible. 

8 “Other” milk products are unknown as to major !tems, but are evaluated on the basis of the calories in 
ice cream. This may overstate the calorie value. 

4 “Miscellaneous” includes various canned items and other dry groceries not otherwise included in this 
table. The calorie value is assumed to be 500 per pound. 

§ Includes only amounts consumed locally, estimated at 13 pounds per capita. 

* Includes only the sugar consumed locally, excluding amounts used to process pineapples, estimated at 
56 pounds per capita. 

7 About 2,670 calories per capita daily. 

8 Based on tonnage. 

* Concentrates only. 
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Taste III.—Puerto Rico: Estimated tonnage of food and feed supplies for civilian 
use and percent of caloric value derived from inshipments and from food 
groups 





















Long tons 1956-57 ! | Food energy supply 
Item or group Percent 
Produc- Inship- Consump- | from in- Percent of 
tion ments tion? ship- all foods 
ments 3 





RE Ge, BOE incctducncanuvenesncrans 51, 758 102, 658 140, 456 71.8 14.0 





















































































































































































ie weeet ge ee ke ee 18, 830 42, 626 61, 074 69.8 6.2 
NEY SB ad ts = Stare ad chereken Sean 5, 967 4, 875 10, 841 45.0 7 
mess. Jt. Side. 4, 94: 5, 529 10, 472 §2.8 .6 

PRN airs Sstita veda ~h4acd 2, 560 22, 156 19, 683 100.0 1.1 
Dry beans and peas 10, 753 26, 968 36, 945 73.0 5.2 
Nuts and coconuts 8, 705 504 1, 441 35.0 an 
SSS —L————SSSSSTS SS ——————————— 

REG Gram totel oo. 5 nb a dstd ans 325, 362 24, 896 350, 232 18.9 11.7 
Ae ke >. iene s cates ee 322, 147 40, $22, 187 9 9.1 
Dry milk and cheese_-_-............-..- 45 7, 697 7, 741 99. 4 1.2 
Other milk products_.................- 3, 170 2, 150 5, 299 40.6 .5 

RU CUE cuidvacccentteaitacnuiaae 0 15, 009 15, 005 100. 0 9 
Fats and oils, total..............-.---- 0} 40,286| 40,274| 1000; 147 
Butter and margarine. __.............. 0 3, 296 | 3, 296 100. 0 1.0 
Other fats and oils.__............-..--- 0 36, 990 | 36, 978 100. 0 13,7 
adihh ~bccchcal added 9,546 | 197,808 | 206,105; 1) B18 

fe Done aoe 134 51,776 | 50,815 100.0 7.7 

LG ab the bessa beth ttn dhe ddd ech ele 2, 321 139, 553 141, 854 98.4 22.1 

3 Guid dasddsid 7,091 6, 479 13, 436 48.2 2.0 

Fruits and vegetables, total_..............- 303, 265 146, 632 A 424, 583 32. 5 - 10.7 
Potatoes, white and sweet__.-.......-- 18, 396 39, 300 54, 833 71.7 1.6 
Other starchy items ies Seeahe 164, 734 8, 571 173, 305 5.9 4.7 
Compe emits ib oii. os SK 9, 150 67, 268 67, 547 97.9 1.6 
CET stride bbcienas 00s ~aabenndaanel 110, 985 31, 493 128, 898 19.3 2.8 
Sugar and sweets, total_.............---.-- 5 105, 765 6,133 | 110,180 wl ea 
Coffee, green basis.................-.....-. 6, 920 3, 137 9, 232 6 34.0 .0 
All Goedes tated no: .. toe lecia is; 802, 616 521, 550 1, 281, 062 61.7 7 100.0 
AMIGA EIGER ©... pide cmebunSbonassedpdbgued 10, 748 110, 118 120, 679 691.2 100. 0 















! Data are derived from the stockpile report by the Puerto Rico planning board. 
2 Excludes outshipments. Data are totals for the year. 
3 Includes some reshipments (out). 

4 Miscellaneous includes some canned items and dry groceries not otherwise included in this table. 
5 Production of sugar shown is for local use only. 

6 Based on tonnage. 

7 About 2,950 calories per person daily. 

* Concentrates only. 


FEDERAL AVIATION AGENCY 






FEDERAL AVIATION AGENCY, 
Washington, D.C., November 2, 1959. 
Hon. PAuLt Brown, 
Chairman, Joint Committee on Defense Production, Old Senate Office Building, 
Washington, D.C. 


Dear Mr. Brown: This is in reply to your letter of August 10, 1959 requesting 
a factual summary of the mobilization activities of this Agency during the past 
year. 

The Federal Aviation Agency began its operations on December 31, 1958 pur- 
suant to section 1505 of the Federal Aviation Act of 1958. Since that time the 
principal moblization program of this Agency has been directed toward insuring 
the continous operation during a war or national emergency of the system of 


air transportation and traffic control, aeronautical communications, and aids 
to air navigation. 
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The attached report provides a detailed summary of all Agency mobilization 
programs and activities. It has been prepared according to the form suggested 
in your letter. 

I hope that the information contained in our report will be sufficient to 
enable your committee to carry out its responsibilities. If this Agency can be of 
any further assistance, please do not hesitate to call upon us. 

Sincerely, 
JAMES T. PYLE, Deputy 
(For E. R. Quesada, Administrator). 


1. MOBILIZATION PROGRAMS CONDUCTED BY THE FEDERAL AVIATION AGENCY 
(a) Support of military air operations 


One of the principal mobilization programs of the Federal Aviation Agency is 
directed toward insuring the continuous operation during a war or national 
emergency of the system of air traffic control, aeronautical communications, 
and aids to air navigation required for the support of military air operations. 
This program involves the various measures necessary to insure continuity 
of Federal Aviation Agency operations throughout the United States, the 
Commonwealth of Puerto Rico, and the U.S. possessions. Although directed 
primarily to the support of military air operations, the emergency preparations 
made in this program will also insure a postattack capability for support of 
essential civil air operations. 

(b) Civil aviation capability 


A positive program for improving the wartime capability of the civil air 
transport system is under development in the Agency. The Federal Aviation 
Agency has concluded that it would be in the national interest, in peace and 
war, to have in being an efficient air cargo fleet, based upon the development 
of an uncompromised cargo aircraft suitable for military logistical and com- 
mercial use. Plans are also being made to insure that adequate air transport 
capability, with effective ground support, is available after a nuclear attack 


on the United States through protection of operating facilities, equipment and 
personnel. 


(c) Resources management 


Two major civil aviation priorities and allocations programs are conducted by 
the Federal Aviation Agency under authority of the Defense Production Act 
of 1950, as amended. These programs relate to priorities and allocation of 
controlled materials needed to support the development, manufacture, and 
maintenance of (1) air-carrier aircraft, and (2) the Federal airways and 
supporting units system of air navigation facilities. 


(d) Continuity of Government 


This program includes the Federal Aviation Agency’s preparations for main- 
taining adequate executive direction during national emergency and emergency 
relocation of headquaters organizations pursuant thereto. It includes also 


the various preparations necessary to insure the security of the Agency’s 
personnel during an emergency. 


2. AUTHORITY FOR PROGRAMS 
(a) Support of military air operations 


This program is specifically authorized and directed in section 302(e) and sec- 
tion 307 of the Federal Aviation Act of 1958 which require the effective discharge 
of the functions of the Agency in the event of war and full considdration to 
the requirements of national defense. Section 1202 of the act authorizes the secu- 
rity control of air traffic in the interest of national security. 

In accordance with these statutory directives, agreements have been reached 
involving services now performed by the Federal Aviation Agency in support 
of the air defense of the Nation and other extraordinary services this Agency 
is required to perform during a national emergency. Some examples of these 
agreements are: 

Plan for security control of air traffic and electromagnetic radiations 
during an air defense emergency (SCATER), May 7, 1957; 


Agreement relating to joint use of certain facilities with the Department 
of Defense, January 9, 1958; 
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Agreement for fighter-interceptor operations with the commander in chief, 
Continental Air Defense Command, December 1, 1955; 

Memorandum of understanding with the Continental Air Defense Com- 
mand, July 21, 1957; and 

Memorandum of understanding with the Deputy Chief of Naval Opera- 
tions (Air) regarding operation of Federal Aviation Agency and U.S. Navy 
approach control and radar facilities within the continental limits of the 
United States, March 28, 1958. 


(b) Civil aviation capability 


Under the Federal Aviation Act of 1958 the Administrator is responsible 
for the adequacy of facilities, equipment and personnel required for air trans- 
port operations in peace and war. Section 305 of the act directs the Administrator 
to encourage and foster the development of civil aeronautics and air commerce ; 
section 306 directs the Administrator to give full consideration to the require- 
ments of national defense in discharging the duties imposed by the act. 


(c) Resources management 


The Federal Aviation Agency priorities and allocations functions are derived 
from the Defense Production Act of 1950, as amended; Executive Orders 10219, 
as modified; 10480; 10773; and Defense Mobilization Order VII-5. They are 
administered under U.S. Department of Defense delegation (effective January 1, 
1959). 


(d) Continuity of Government 


The Federal Aviation Agency’s authorities and responsibilities for the main- 
tenance of executive direction during a national emergency are derived from 
the Federal Aviation Act of 1958 and Executive Order 10346, “Preparation by 
Federal Agencies of Civil Defense Emergency Plans.” 


8. SUMMARY. OF PROGRAMS 
(a) Support of military air operations 


As proprietor of the common civil-military system of air traffic control, aero- 
nautical communications, and aids to air navigation, the Federal Aviation Agency 
has the basic mobilization problem of insuring the maximum possible continu- 
ity of its operations in support of the Nation’s air defense efforts during an 
emergency and post-attack civil-military survival operations. This involves 
direct military support to the Air Defense Command, the Strategic Air Command, 
the Tactical Air Command, the Military Air Transport Service, and the air 
arms of the U.S. Navy and the U.S. Army. 

By virtue of its assigned responsibilities and existing agreements with the 
Department of Defense, the Federal Aviation Agency is committed to perform- 
ing continuously throughout the preemergency, attack, and postattack period 
a variety of services that include, among others, the following: 

Full operation of the Federal airways system at maximum effectiveness, 
particularly air traffic control, communications and air navigation facilities ; 

Expeditious and effective execution of the plans for security control of 
air traffic; 

Full aircraft movement information service (AMIS) from Federal Avi- 
ation Agency air traffic control facilities to Air Defense Command facilities ; 

Expeditious air traffic control service to active air defense missions and 
fighter-interceptor aircraft ; 

Effective joint operation and maintenazice of civil-military radar facilities ; 

Expeditious transmission of reports on vital intelligence sightings to ap- 
propriate military headquarters; 

Positive and expeditious identification of inbound aircraft over oceanic 
areas; 

Operation of the central altitude reservation facility (CARF) to coordi- 
nate airspace reservations ; 

Operation of military radar approach control facilities ; 

Providing ground-to-air communications services for military flights; 

. Participation in provision of radar weather advisory service by air defense 
acilities ; 

Transmitting aircraft movement messages for all military flights origi- 
nating at other than military bases; and 
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Providing access to and use of FAA-teletypewriter systems to military 
users. 

Operational plans for these various military air defense support activities were 
kept in a high degree of readiness throughout fiscal year 1959. They were given 
continuing attention; they were periodically tested. When required by changing 
circumstances, the operational plans are modified and revised in collaboration 
with the Department of Defense. 

To insure operational continuity in a post-attack period characterized by wide- 
spread radioactive fallout requires a radiological monitoring capability adequate 
for the detection and measurement of radiological hazards at all places where 
essential Federal Aviation Agency operations are conducted. During fiscal year 
1959 the Federal Aviation Agency continued its program for the development of 
radiological monitoring capability at all air traffic control facilities. Portable 
radiological monitoring instruments were provided to all such facilities and more 
than 1,000 employees were trained in the operation of these equipments. 

To fulfill commitments to the Department of Defense, Federal Aviation Agency 
personne] must remain on duty and in operation to the maximum possible extent 
during an emergency (when other elements of the civilian population may be 
evacuated or sent to shelter). Consequently, radiological defense capability of 
a high order is required. Plans toward that end are well developed. The results 
of such planning are reflected in the construction of buildings designed for cer- 
tain operations of the Agency vital to the national security. 


(b) Civil aviation capability 


This program has two objectives: (1) to promote the development of a national 
air cargo capability through an essentially self-sustaining commercial air cargo 
fleet with global capability, and (2) to prepare the civil air transport industry 
for operations during a war or national emergency. During fiscal year 1959 
planning for the achievement of both of these objectives was initiated in the 
newly created Federal Aviation Agency. 


(c) Resources management 


Federal Aviation Agency activities with respect to priorities and allocations 
during fiscal year 1959 were primarily of three types—those relating to air 
earrier aircraft requirements, the Federal airways and supporting units re- 
quirements, and miscellaneous priorities and materials, 

(1) Air carrier aircraft—The first part of this program deals with the es- 
tablishing of production schedules to assure priority support for the manufacture 
of civil air carrier aircraft; the second part deals with priorities for maintenance, 
repair, and operating supplies and equipment for air carrier aircraft. 

The Federal Aviation Agency prepared and submitted quarterly requirements to 
the Aircraft Claimant Subcommittee of the Air Coordinating Committee for new 
civil air-carrier type aircraft for both United States and friendly foreign air- 
lines. The Air Coordinating Committee approved and forwarded them to the U.S. 
Department of Defense Aircraft Production Resources Agency (now Joint Aero- 
nautical Materials Activity) for use in approving the manufacturers’ requests 
for priority authority and controlled materials allotments to implement the sched- 
uled production. 

With respect to the maintenance, repair, and operating supplies for aircraft 
operated by both domestic and friendly foreign airlines, the Federal Aviation 
Agency exercises alloting agency responsibilities. In this connection, the 
Agency (1) presented quarterly requirements for allotments of controlled mate- 
rials to the U.S. Department of Defense; and (2) obtained ratings that provided 
priority assistance for air carriers comparable to that available to military 
elements. 

In administering the air carrier maintenance, repair and operation program, 
the Agency transferred allotments and rating authority to designated agents of 
domestic airlines and to the Bureau of Foreign Commerce, U.S. Department of 
Commerce (for airlines coming under its cognizance) and applied ratings to 
purchase orders of airlines in countries coming under cognizance of the Inter- 
national Cooperation Administration. 

The Federal Aviation Agency also carried on an emergency repair parts 
program to assist domestic airlines when threatened with grounding of air- 
craft beeause of lack of parts. Through agreement between the U.S. Air Force 
and the Federal Aviation Agency, the Air Force (upon certification of an emer- 
gency by the Federal Aviation Agency) diverted from its stocks parts needed 
to prevent interruption of U.S. airline service. 
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(2) Federal airways and supporting units—The Federal Aviation Agency 
administered the collection of requirements for the development, establish- 
ment, and maintenance of the Federal airways system, including requirements 
of the agency itself and those of the Airways Modernization Board (now the 
Bureau of Research and Development of Federal Aviation Agency) and Aero- 
nautical Radio, Inc. It presented such requirements to the U.S. Department 
of Defense for issuance of allocations. The Agency provided for control of 
allotments, including accounting control, and the issuance of priority authority 
for the Federal airways and supporting units program. 

(3) Miscellaneous priorities and materials—Under the defense materials 
system, the manufacture and maintenance of noncarrier aircraft do not qualify 
for priorities and allocations. However, in keeping with Air Coordinating 
Committee policy, the Federal Aviation Agency collected requirements in terms 
of aircraft units needed for defense-supporting civil activities such as execu- 
tive, agricultural and industrial flying. These requirements were incorporated 
in quarterly production programs and submitted to the Air Coordinating Com- 
mittee for approval. The approved noncarrier aircraft programs were for- 
warded to the Department of Defense Aircraft Production Resources Agency 
for information as to available productive capacity and for integration with the 
civil air carrier and military programs to form the complete U.S. aircraft 
production program. 

4. EFFECTIVENESS OF THE PROGRAMS 


(a) Support of military air operations 


The Federal Aviation Agency is in a satisfactory state of readiness with 
respect to the operational plans for certain specific emergency actions, such 
as the security control of air traffic and the execution of its portion of conelrad. 
On these matters the Administrator has clear authority and the necessary 
authorizations and resources to take required actions. There are, however, 
a number of weaknesses in the Agency’s state of emergency readiness. Pro- 
grams for dispersal and protective construction of essential air traffic control 
facilities are only partially complete. Special personnel arrangements neces- 
sary for the Federal Aviation Agency will not be acted upon until the Congress 
meets in 1960. A considerable improvement in radiological monitoring capa- 
bility is necessary to protect the Agency’s maintenance personnel who must 
keep the Federal airways system in operational condition during wartime or 
restore it to operation if damaged. 


(b) Civil aviation capability 


This program was initiated only after the establishment of the Federal 
Aviation Agency during fiscal year 1959. Only preliminary planning was 
accomplished during the period covered by this report. 


(c) Resources management 


The priorities and allocation system is functioning adequately for current 
needs and could be readily adapted to more intensive use under emergency 
conditions. 

(1) Air carrier aircraft—The Air Coordinating Committee approved pro- 
duction of 638 air carrier aircraft during the period July 1, 1959 through 
December 31, 1961. With respect to maintenance, repair and operating supplies 
for air carrier aircraft, an adequate allotment of controlled materials to meet 
the needs of participating domestic and friendly foreign carriers was made. 
Defense order ratings to the extent of approximately $41 million each quarter 
were issued for this purpose. 

(2) Federal airways and supporting units.—Allocations of controlled materials 
received from the U.S. Department of Defense were made available for the 
development, establishment, and maintenance of air navigation facilities in 
amounts adequate to carry on the expansion program of the Federal Aviation 
Agency. The use of military allotment symbols and priority ratings for equip- 
ment and supplies permitted continuation of this program without serious 
delay. 

(3) Miscellaneous requirements.—The noncarrier aircraft production program 
presented by the Federal Aviation Agency was approved by the Air Coordinat- 
ing Committee. This forms the basis for the scheduled manufacture of 8,930 
airplanes in the calendar year 1960 and 9,050 in 1961, thus contributing to the 
stability of aircraft production output which is so important to the continua- 
tion of essential noncarrier civil aviation. 
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(ad) Continuity of Government 


The Federal Aviation Agency has emergency relocation plans, which provide 
for the relocation of its national and regional headquarters in the event of ‘an 
attack on the United States or its imminence. These plans are periodically 
evaluated. Reevaluation of the plan is currently in progress with specific 
attention being given to the establishment of a peacetime Federal Aviation 
Agency activity at the relocation site, thereby providing a basis for improving 
communications and readiness of the site. 

The Agency’s regional offices in Alaska and Hawaii are unable to make 
conventional arangements for emergency relocation sites, such as are made 
by the U.S. Government agencies generally within the United States. Appro- 
priate non-Federal facilities are scarce and, where they do exist, they are 
located in areas just as vulnerable to attack as the regular headquarters. 
Consequently, extraordinary preparations will be required to insure continuity 
of executive direction for the Federal Aviation Agency in both Alaska and 
Hawaii. 

5. CURRENT NEED FOR THE PROGRAMS 


(a) Support of military air operations 

The common civil-military system of air traffic control, aeronautical communi- 
cations, and aids to air navigation is an essential element of the national 
defense, as well as a key factor in the civilian economy. The Department of 
Defense and the Federal Aviation Agency are engaged in a broad effort to develop 
a compatible environment in which all aircraft, regardless of mission, can be 
safely and efficiently accommodated. A vital element on which the successful 
execution of this program depends is the assurance of uninterrupted availability 
and responsiveness of the facilities and personnel of the Federal Aviation 
Agency’s air traffic control system in the event of war or national emergency. 


(b) Civil aviation capability 


The United States does not now have a capable, effective, economical, and 
responsive air logistics capability to support military operations in a limited 
war situation. Present military transport capability is marginal in terms of 
present needs and obsolete in terms of equipment. Moreover, a nuclear attack 
on the United States would undoubtedly cause severe damage to all systems of 
surface transportation. By its nature, the air transportation system can sustain 
considerable damage without major disruption, since aircraft obviously need not 
follow fixed routes and can be operated between any two available terminals. 
Even where surface transportation might still be functioning, a nuclear attack 
would so increase requirements for flexibility and speed that overwhelming 
increases in the need for air movements would be certain to occur. An ade- 
quately functioning air transport system in a postattack period would require 
maximum use of surviving aircraft, civil airport, aircraft repair stations, and 
other civil aviation facilities needed for the support of air movements. Appro- 
priate planning and preemergency preparations for reducing air transport 
vulnerability and improving emergency operating capability are vitally 
necessary. 


(c) Resources management 


In the light of existing conditions, the current programs operated on a standby 
basis must be continued and kept adaptable to more extensive application. 

(1) Air carrier aircraft—During the Korean emergency, the Federal Govern- 
ment recognized that the air carrier aircraft program was so closely connected 
with the defense effort that the use of military allotment symbois and priority 
ratings was authorized in its support. Under the defense materials system 
the defense-supporting aspects continue to be as important as when the decision 
was made to give the program priority support. Such a program will be re 
quired as long as controls on defense production are maintained. 

(2) Federal airways and supporting wnits—The air-navigation facilities 
installed by the Federal Aviation Agency require high-precision electronic 
equipment and other related materials. When the defense materials system 
became effective on July 1, 1953, it was considered by the Civil Aeronautics 
Administration (now Federal Aviation Agency) and agencies of higher authority, 
that, because of its close connection with defense, this program should continue 
to receive priority and allocations support equal to that given military programs. 
This support was reaffirmed by the Office of Defense Mobilization on January 10, 
1956. The continued expansion of the Federal airways system has emphasized 














NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 213 


further the soundness of this decision. As long as controls applicable te defense 
production are continued, the program must be afforded equal status with like 
military programs, 

(3) Miscellaneous requirements.—The Federal Aviation Agency must. con- 
tinue to prepare noncarrier aircraft requirements data for submission to the 
Department of Defense and the Office of Civil and Defense Mobilization so that 
mobilization planning will take into account this important segment of the 
aircraft industry. In addition, if any critical shortage should affect the pro- 
duction of such aircraft, the Federal Aviation. Agency will present claims. for 
priority assistance where essentiality to the defense effort is shown. 

(d) Continuity of Government 

In view of the Federal Aviation Agency’s unique role in supporting military 
air activity, it must continue to improve its preparations for maintaining 
effective executive direction over its field operations. It must also be recognized 
that air transportation would be a critical factor in the Nation’s survival after 
a nuclear attack, since surface transportation systems would be much more 
severely disrupted by the physical and radiological effects of an attack than 
air transportation systems, 

In an immediate postattack period, when the radiological hazard would be 
greatest and most widespread, it would be critically important to maintain 
maximum effectiveness in facilitating the flow of civil air traffic required for 
relief and rescue missions that do not interfere with higher priority military 
traffic. The expeditious and timely movement of such basic essentials as blood, 
food, and water may determine the survival of large numbers of our citizens. 


6. RELATION TO SMALL BUSINESS 


This relationship is of particular concern in connection with the Federal 
Aviation Agency’s priorities and allocations functions. Rated orders issued 
under the air carrier maintenance, repair and operation program and the 
Federal airways and supporting-units program were well distributed among both 
large and small business concerns. Equal priority and allocations support was 
accorded to all firms, large and small, in accordance with the provisions of 
the defense materials system. 


7. MAJOR PROBLEMS IN FEDERAL AVIATION AGENCY MOBILIZATION PROGRAMS 


Attaining an adequate state of emergency readiness for the Federal Aviation 
Agency involves a variety of planning for the utilization of the Agency’s facili- 
ties and personnel during a national emergency. The extent to which it is 
feasible to undertake the necessary preparations for coping with the foreseeable 
effects of a possible attack on the United States is a basic factor in current 
emergency readiness planning within the Agency. 

The Federal Aviation Agency’s wartime manpower problem is essentially that 
of having an adequately trained force-in-being that can be relied upon to stay 
on the job and respond effectively to vital wartime requirements. Considering 
the speed and destructiveness of attack in warfare today, it is axiomatic that 
the agency must be prepared to act effectively, at once, and without interruption 
if attack comes. The Federal Aviation Act of 1958 directs the Administrator 
of the Federal Aviation Agency to undertake a study of this problem and to 
make appropriate recommendations on this matter to the Congress on or before 
January 1, 1960. However, until the Congress has actually enacted suitable 
legislation, the special personnel situation of the Federal Aviation Agency 
will remain a serious mobilization problem. 

To insure that the Federal Aviation Agency, operating under wartime con- 
ditions, can actually fulfill its civil-military responsibilities is the most serious 
emergency readiness problem of the agency. Although the Federal Aviation 
Agency is reasonably well prepared to carry out many of its functions in an emer- 
gency, its preparations for coping with an attack do not now include arrange- 
ments for assuring the availability of communications. Planned protective 
construction and dispersal is not yet complete and, in some cases, not yet 
initiated. Facility defense planning is incomplete and there are inadequate 
arrangements for stockpiling of food, medical supplies, and other items required 
for emergency use. 

Another aspect of the Federal Aviation Agency’s mobilization planning that 
requires particular attention relates to the effective wartime utilization of 
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non-Federal civil aviation facilities. The Administrator has not had adequate 
personnel resources for planning the actions that would be necessary in a post- 
attack period to insure the maximum capability of the Nation’s aviation re- 
sources for defense and survival actions. 

An adequate functioning air transport system in a postattack period would 
also require maximum utilization of civil airports, repair stations and other 
civil aviation facilities required for the support of aircraft movements. The 
Federal Aviation Agency’s role with respect to the emergency readiness of these 
elements of the National transportation complex is being clarified and plans are 
being developed for effective nonmilitary defense preparations in the civil avia- 
tion industry. 

Federal Aviation Agency experience indicates no serious problems in carrying 
out priorities and allocations functions delegated to the agency in connection 
with controlled materials programs under the defense materials system. 


8. CHANGES IN MOBILIZATION PLANNING AND STOCKPILING 


During fiscal year 1959, the Federal Aviation Agency continued to improve 
its plans for coping with wartime conditions reducing vulnerability and im- 
proving emergency operational capability ; but this involved no major changes 
in methods or procedures for dealing with an attack or other emergency. 

The program for developing radiological monitoring capability was continued 
during fiscal year 1959 in connection with the agency’s responsibilities for the 
support of military air operations and civil air movements required for survival 
and recovery operations. Agency policies for dispersal and protective construc- 
tion of vital facilities, consistent with those of the Office of Civil and Defense 
Mobilization and the Department of Defense, were developed and applied to 
construction of new buildings. 

The principal change in Agency mobilization planning involved the initiation 
of a program for improving the effectiveness of the civil air transportation 
industry in support of a war effort. The Agency developed a program for im- 
proving the emergency readiness of the civil aviation industry and submitted a 
request for funds, which was incorporated in the fiscal year 1960 budget of the 
Office of Civil and Defense Mobilization for assignment to the Federal Aviation 


Agency’s nonmilitary defense planning functions. No significant planning has 
heretofore been done to prepare civil air transport industry facilities for opera- 
tions in wartime; funds appropriated pursuant to the fiscal year 1960 budget 
request will enable the agency to get this planning under way. 


9. PROGRESS ACHIEVED IN CONTINUITY AND DISPERSAL 


The Federal Aviation Agency is charged by law with providing and operating 
coutinuously a safe and efficient air traffic control system for the Nation’s civil 
and military air traffic. In carrying out this basic statutory responsibility, the 
Agency has under way a program for ensuring the wartime operational capa- 
bility of its air route traffic control centers. These centers are the principal 
control points of the Federal airways system. The new buildings are urgently 
needed to incorporate new techniques and equipments required for adequate 
air traffic control service. 

The Administrator and the Secretary of Defense have entered into agreements 
providing for the collocation of air route traffic control facilities with certain 
facilities in the air defense system. The protective construction characteristic 
of these facilities will provide adequate protection against the blast, thermal 
and radiological effects of nuclear weapons. It thus gives reasonable assurance 
of the survival of a hard core of air traffic control capability for the support of 
emergency military air operations and air movements necessary in postattack 
civil survival and recovery activities. 

The remaining air route traffic control centers, which will control air traffic 
within the general vicinity of the Nation’s principal air transportation hubs, 
are being dispersed and radiologically protected. The Federal Aviation Avency 
is evaluating the location of each of these buildings, using Department of 
Defense criteria on vulnerability, with a view to conforming to the maximum 
possible extent with the provisions of Defense Mobilization Order I-19, which 
states “It is the policy of the United States to encourage and, when appro- 
priate, to require that new facilities and major expansions of existing facilities 
important to national security be located insofar as practicable, so as to 
reduce the risk of damage in the event of attack * * *.” 
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The Administrator of the Federal Aviation Agency has established the fol- 
lowing policy for the construction of the new air route traffie control center 
buildings : 

(1) The new centers will be located in general, in the vicinity of the 
larger traffic hubs which generate the greater part of the center workload 
in the respective control areas. 

(2) Within the vicinity of the larger traffic hubs, the new centers will 
be located in disbursed locations, that is, outside of the zones of probable 
damage of critical target areas, wherever it is practicable to do so. 

(3) Protection of personnel on duty against the hazard of radioactive 
fallout will be provided in the construction of the control and equipment 
wing of the building. 

(4) Protective measures other than dispersion and protective construc- 
tion for center buildings will be pursued further, such as alternate cir- 
cuitry, definite plans for transfer of control to undamaged centers, and the 
practicability of standby centers of skeletal capacity at other Federal 
Aviation Agency facilities. 

The location of vital facilities at sufficient distances from the probable point 
of detonation for a nuclear weapon is an effective countermeasure for dealing 
with the blast and thermal effects of nuclear weapons. The relocation of the 
centers away from the probable point of detonation, as contemplated in Defense 
Mobilization Order I-19, serves not only to protect them from blast and ther- 
mal effects; it also protects them against the most intense and complex radio- 
logical hazards arising from initial radiation characteristically present in the 
physically damaged area. 

Dispersal at distances of 20 to 30 miles, however, provides no significant 
protection against the residual radiation hazards of radioactive fallout, which 
covers much larger areas and may constitute a serious lingering danger to 
personnel, thus preventing, hampering, or delaying vital operations at remote 
locations that escape physical damage. Radiologically, protective construction, 
therefore, is a basic element in the planning of the Agency’s dispersed facilities. 


10. SUMMARY OF STANDBY PROGRAMS FOR FUTURE EMERGENCY 


Some of the Federal Aviation Agency’s mobilization functions are currently 
operational; some are conducted on a standby basis; and some are in the 
planning and development stage. 

The successful operation of the civil-military system of air traffic control, 
aeronautical communications, and aids to air navigation requires that it be 
able to make the transition from peacetime to wartime operations without 
faltering or loss of efficiency. Accordingly, the operational aspects of air de- 
fense supporting plans are given continuous attention and periodically tested. 
The conditions of modern warfare dictate a volume and type of peacetime 
military flying, training, and surveillance activities that place many of the 
Agency’s wartime activities on a current operational basis. 

Federal Aviation Agency priorities and allocations functions are primarily 
on a standby basis. Administration of the air carrier aircraft and the Federal 
airways and supporting-units programs under the standby defense materials 
system will be continued in accordance with the regulations and in the light of 
existing conditions. Likewise, the preparation of noncarrier aircraft production 
schedules will be continued. The procedures and necessary standby organi- 
zation will be maintained as long as controls exist so that in the event of partial 
or full mobilization expansion of this activity may take place with a minimum 
of delay. 

11. MOBILIZATION ORGANIZATION 


Responsibility for emergency readiness planning and emergency readiness 
policy has been placed in a newly created Emergency Readiness Division, the 
Chief of which reports directly to the Assistant Administrator for Plans and 
Requirements. The Emergency Readiness Division planning staff now includes 
specialists in the fields of military support, nuclear defense, passive defense, 
and claimancy. Three members of the staff, including the Assistant Chief, 
are military personnel. Administration of the priorities and allocations 
functions is the responsibility of the Defense Requirements Branch of the 
General Services Division in the Office of Management Services. 

Currently operational military support activities are performed by the Bureau 
of Air Traffic Management. The Bureau of Research and Development is 
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responsible for the development of appropriate common system equipments 
in accordance with civil-military requirements. 


12. AVAILABILITY OF FUNDS FOR DEFENSE NEEDS 


No funds have been appropriated specifically for physical preparations required 
to insure the continuity of the Federal Aviation Agency’s essential functions 
in wartime or various phases of the Agency’s emergency readiness programs. 
However, funds appropriated for the development, establishment, and operation 
of the common system of air traffic control, aeronautical communications, and 
aids to air navigation represent a considerable contribution to the defensive 
capabilities of the Nation. No funds have been available for certain mobilization 
requirements; e.g., insuring uninterrupted communications capability; radio- 
logical protection of essential operating personnel in existing buildings; adap- 
tation of emergency relocation sites required for effective continuity of executive 
direction; stockpiling of equipments, supplies and other materials needed for 
emergency operations; and other similar deficiencies in emergency readiness 
preparations. 

18. FRAMEWORK OF MOBILIZATION PROGRAMS 


The Federal Aviation Agency’s emergency readiness programs are consistent 
with the mobilization plans of the Office of Civil and Defense Mobilization and 
the plans of the Deparment of Defense. The Federal Aviation Act of 1958 
directs the Administrator to give full consideration to the requirements of national 
defense. The objectives of the emergency readiness program are (1) to insure, 
in the eyent of a national emergency, the continuity of the Federal Aviation 
Agency’s essential functions throughout the United States and all areas under 
its jurisdiction and (2) to improve the operational capability of the civil air 
transportation industry in a national emergency. 




































14, ACTIONS TAKEN ON RECOMMENDATIONS OF THE JOINT COMMITTEE ON 


PRODUCTION 


DEFENSE 








The Joint Committee on Defense Production made no recommendations in its 
eighth annual report that related to the mobilization responsibilities of the 
Federal Aviation Agency. 





15. OTHER PERTINENT INFORMATION 





In general, the Federal Aviation Agency believes that in the event of a war 
opening with the massive exchange of nuclear weapons, survival will be accom- 
lished primarily through the most effective use of the resources and facilities 
then available. This places a major emphasis on preemergency preparations 
and stockpiling to an extent not yet provided for. The radiological hazards of 
the postattack environment dictate that an adequate radiological defense cap- 
ability be provided now. 

Federal Aviation Agency mobilization activities during fiscal year 1959, to the 
extent that resources were available for this purpose, were directed toward 
insuring continuity of essential wartime functions within such an environment 
and have contributed materially toward the achievement of the objectives set 
forth in the declaration of policy in the Defense Production Act of 1950, as 
amended. 


AIR COORDINATING COMMITTEE 






Arg CooRDINATING COMMITTEE, 


Washington, D.C., September 15, 1959. 
Hon. Pavut Brown, 


Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D.C. 


My DrAr Mr. Brown: In accordance with your letter of August 10, 1959, there 
is given below a summary of the Air Coordinating Committee’s recommendations 
during the past year with respect to its participation in developing a complete 
program to meet civil aviation requirements under the Defense Production Act. 

1. The Air Coordinating Committee coordinated four quarterly civil aviation 
programs related to priorities and allocations of controlled materials required 
for the production of civil air-carrier aircraft. 
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2..The Air Coordinating Committee participates in defense production activ- 
ities pursuant to its responsibilities conferred by Executive Order No. 10655, 
January 28, 1956, as amended by Executive Order No. 10796, December 24; 1958. 
Under this Executive order, the Committee is authorized to “examine aviation 
problems and developments affecting more than one participating agency ; develop 
and recommend integrated policies to be carried out and aciions to be taken by 
the participating agencies, or by any other Government agency charged with 
responsibility in the aviation field; and, to the extent permitted by law, coordi- 
nate the aviation activities of such agencies except activities relating to the 
exercise of quasi-judicial functions.” 

3. The Committee approved and recommended four quarterly programs (C—33 
to C-36, inclusive) to the joint aeronautical materials activity of the Department 
of Defense as a basis for the allocation of controlled materials to aircraft 
manufacturers to meet the civil requirements as established. These programs 
provided for the start of production of 228 new air-carrier aircraft during the 
year. The fourth quarterly program (C-36) provides for the start of production 
of 31 new carrier-type aircraft. In addition, the program recommends the 
allocation of controlled materials for 503 aircraft now under construction which 
were approved in prior programs. 

This program coordinated the civil requirements as presented by the Federal 
Aviation Agency with other designated claimant agencies as follows: Depart- 
ments of State, Army, Navy, Air Force, Commerce, and the Civil Aeronautics 
Board. 

4. The recommendations of the Committee are implemented by the joint 
aeronautical materials activity of the Department of Defense which allocates 
controlled materials as required to the manufacturers included in the air-carrier 
program. 

5. The extension of the Defense Production Act of 1950, as amended, extended 
controls for the maintenance of military production. Therefore, continuation 
of the established policy of the Committee for civil air-carrier type aircraft to 
be produced on an equal priority with similar military type is necessary in order 
to maintain air-carrier operations essential to the civil economy and, iu addition, 
to provide an airlift potential in support of mobilization planning. 

6. The nonearrier gireraft production program (industrial, business, and 
agricultural) under the defense materials system, effective July 1, 1953, is no 
longer eligible for allocation of controlled materials due to the easing of certain 
materials’ shortages. Nevertheless, the production of this important segment 
of the aircraft industry, representative of small business, should be considered 
in evaluating the overall civil aircraft production essential to the defense effort. 
The manufacturers of noncarrier aircraft have submitted their production pro- 
gram covering the next 30-month period from October 1959 through March 1962, 
as follows: 
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7. There are no major problems with regard to coordination under the Defense 
Production Act. 

8 and 9. The Air Coordinating Committee, in furtherance of its policy of 
equal priority for the production of similar civil-military type aircraft, will 
continue its coordination and development of programs to meet civil aviation 
requirements, both foreign and domestic, which are found to be essential to the 
civil economy and in support of the defense effort for any future emergency. 

10. Certain rulemaking functions of the Committee’s Airspace Division were 
transferred to the Federal Aviation Agency in accordance with the provisions of 
the Federal Aviation Act of 1958. 

11. See item 14 below. 

12. The availability of funds is not essential to carry out the Committee's 
recommendations with regard to equality of priorities for the production of 
civil air-carrier type aircraft. 

13. See item 5 above. 

14 The Air Coordinating Committee is prepared to consider any other prob- 
lems that may arise requiring coordination or development of integrated poli- 
cies pursuant to its responsibilities under Executive Order No. 10655, January 
28, 1956, as amended by Executive Order No. 10796, December 24, 1958. 





























































































































































































218 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 








It is believed that the foregoing information and comments adequately cover 
the activities of the Air Coordinating Committee-with respect to the Defense 
Production Act during the past year. 

I trust this information is satisfactory for your purpose in preparing your 
report for the House of Representatives and the Senate. If the Committee 
ean be of further assistance, please let me know. 

If further information is desired, Mr. Robert R. Reining may be contacted 
on code 112, extension 2937. 

Sineerely yours, 


EB. R. Quesapa, Chairman. 


CIVIL AERONAUTICS BOARD 


Crv1L AERONAUTICS BOARD, 


Washington, September 18, 1959. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D.C. 


DeaR CONGRESSMAN Brown: In accordance with your letter of August 10, 
1959, requesting a factual summary of the mobilization activities of the Civil 
Aeronautics Board for the past year, we are submitting the enclosed report. 

If the committee’s staff has any questions in connection with this report, 
they may contact Mr. John W. Dregge, Chief, Routes Division, Bureau of Air 
Operations, code 128, extension 7835, or DU 2—7835. 

Sincerely yours, 
JAMES R. DurFree, Chairman. 
1. Mobilization programs conducted by the Civil Aeronautics Board 


(a) The Civil Aeronautics Board in conjunction with the Industry Advisory 
Committee on Aviation Mobilization is engaged in a continuing program of 
formulating plans and programs for, initiating actions, and carrying out such 
distribution and redistribution of civil aircraft among the civil air carriers 
as may be necessary to assure the maintenance of essential civil routes and 
services after allocation of aircraft has been made to the Department of 
Defense. 

(b) The Civil Aeronautics Board, through its staff, has actively participated 
with OCDM and other governmental agencies, in mobilization planning and 
Operation Alerts conducted by OCDM. 

(c) The Civil Aeronautics Board has urged civil air carriers to establish 
relocation points for their operations and maintenance in the event of an all- 
out emergency. 

(d@) The Civil Aeronautics Board has issued a standby order covering 
operations of civil air carriers upon the establishment of a national emergency. 


2. The authority from which the Civil Aeronautics Board derives its powers 
for such programs 

Pxecutive Order 10480, August 18, 1953, transferred the emergency powers 
over air transportation from the Defense Production Administration to the 
Director, Office of Defense Mobilization. Defense Mobilization Order 1-7, 
September 4, 1953, redelegated these emergency powers pertaining to air trans- 
portation to the Secretary of Commerce. It is in accordance with Executive 
Orders 10219 and 10480 that the Secretary of Commerce has issued Department 
order No. 139 (revised) redelegating part of his authority to the Chairman 
of the Civil Aeronautics Board. 


Authority for other programs noted above is derived from the Federal Aviation 
Act of 1958. 


8. Summary of each program 


(a) The Chairman of the Civil Aeronautics Board in exercising the delegation 
of power covering distribution and redistribution of civil aircraft, has appointed 
an Industry Advisory Committee on Aviation Mobilization to assist in formulat- 
ing plans and programs for such activities. This industry mobilization committee 
is under the chairmanship of the Director of the Bureau of Air Operations, 
Civil Aeronautics Board. Governmental representatives act as chairmen of 
three task groups which have been formed within this committee. The duties 
of the three task groups are as follows: 
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Task Group 1.—Development of an estimate of wartime air transport require- 
ments as a planning tool not only for use of the Board but also for use of the De- 
fense Air Transport Administration and Office of Civil and Defense Mobilization 
in evaluating civilian versus military need for airlift in connection with requests 
for allocations to the Civil Reserve Air Fleet. 

Task Group 2.—Determination of the method of allocating airlift between car- 
riers to implement the war air service pattern including the assurance of pro- 
vision of adequate personnel and maintenance facilities. 

Task Group 3.—Development of financial and legal machinery for transfer of 
airlift between carriers under the war air service pattern. 

Task Group 2 has developed the principles that will be established for the dis- 
tribution and redistribution of aircraft during an emergency. These principles 
have been approved by the parent committee and accepted by the Board. 

Task Group 1 has currently concluded an updating of the estimate of wartime 
air transport requirements. 

Task Group 3 has developed a memorandum of agreement governing the dis- 
tribution and redistribution of airlift during an emergency for use by the carriers 
in effectuating such action. 

A meeting of the parent committee, the Industry Advisory Committee on 
Aviation Mobilization, will be held on September 22, 1959, to discuss and ap- 
prove, if possible, the current reports of Task Group 1 and Task Group 8. Upon 
approval by the Industry Committee, they will be submitted to the Board for the 
Board’s acceptance. 

(b) Participation by Board staff in Operation Alert programs has consisted 
of staff attendance at relocation sites and developing of criteria for maintenance 
of the war air service pattern program during a national emergency. 

(c) Letters have been sent to all certificated air carriers urging consideration 
of the establishment of a relocation point to assure continuation of operations 
in the event of damage to airline headquarters’ facilities during an attack. 

(d) A standby order has been issued to all certificated air carriers giving 
utmost flexibility of operation during the initial attack phase until evaluation of 
damage and communications can be established between the airlines and the Civil 
Aeronautics Board or the agency controlling transportation. 


4. A summary of the effectiveness of the programs 


(a) The effectiveness of the distribution and redistribution of aircraft pro- 
grams has been impaired to some extent by lack of clarity as to the Board’s 
respons bilities for maintenance of the so-called war air service pattern. Direct 
delegation to the Chairman or the Board would assist greatly in clearing up this 
problem. 

(b) The same difficulty has existed with regard to the Board’s activities in 
Operation Alerts in that the Civil Aeronautics Board is placed in a subordinate 
position to other similar agencies. Negotiations are in progress at the present 
time to attempt to correct this situation. 

(c) Efforts to have certificated air carriers establish relocation points have 
met with moderate success. The cost to the individual air carrier of such action 
would be considerable. However, replies have been received from many of the 
airlines indicating a realization of the problem and some action has been noted. 

(d) A copy of the standby order is attached to this report. It is believed that 
this would be most effective in the event of an emergency. 


5. Current need for the programs 

It is believed that continuing effort must be put forth to keep all programs 
current and in readiness in the event of an emergency. The Board is currently 
engaged in updating all programs and reviewing its responsibilities to meet the 
changing situation. 
6. Summary of the programs as related to small business 

Essentially there are no small business implications in the air transport in- 
dustry unless the local service, territorial, and supplemental airlines could be con- 
sidered as such. These carriers are an integral part of Board planning in the 
event of an emergency and would be utilized to the fullest possible extent. 
7. Major problems which now confront the Civil Aeronautics Board in carrying 

out the mobilization programs 

It would be most desirable to have clarification of the role that the Civil 

Aeronautics Board and its staff would play in an emergency situation. Lack 
48406—60——15 
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of more specific delineation of the duties and responsibilities of the CAB 
during an emergency has hampered the efforts of the Board and its staff to 
develop adequate mobilization planning. 


8. Changes in mobilization planning and readiness measures to meet future 
emergencies 

Direct delegation of power by Executive order to the Chairman of the Civil 
Aeronautics Board or to the Board itself as an entity for definite responsibil- 
ities during an emergency situation will clarify and effect better utilization of 
the Board and its staff’s expertise in maintaining a war air service pattern 
during an emergency. In spite of the lack of clarity as to the Board’s functions 
during such a situation, the Board and its staff have developed standards for 
a war air service pattern that could be put into effect by the Board immediately 
upon the development of an emergency. 


9. Summary of any standby program for any future emergency 


The keynote of any program concerning civil air transportation during an 
emergency, by the very nature of the operations of the industry, must be flexi- 
bility of operation. The Board, in its programing for future emergency opera- 
tions, has given the utmost importance to the establishment of this flexibility 
of operation. It appears from the Board’s evaluation that sufficient airlift 
will be available to earry priority passenger traffic, although on the basis of 
current estimates there may be a deficiency in cargo lift. Current efforts are 
being made to eliminate the deficiency in cargo airlift. 


10. Changes in organization during the past year 
There have been no changes. 


11. Future objectives 


As noted above, it would be desirable to have a direct delegation from the 
Executive to the CAB defining its duties and responsibilities during an 
emergency. 


12. Availability of funds for defense needs 
No funds have been officially provided for mobilization planning. 


18. A description of the manner in which mobilization programs fit into the 
defense plan and the objectives to be achieved 
Effective coordination and cooperation has been established with the Office 
of Defense Mobilization. The overall planning of the CAB fits into the defense 
plan coordinating all transportation. The objectives to be achieved have been 
cited in above paragraphs. 


14. Such other information as may appear pertinent in summarizing mobili- 
zation activities for the past year 


The CAB, commensurate with the limited staff available, continues to review 
mobilization planning and keeps close coordination with the Office of Civil 
and Defense Mobilization. It will continue its efforts to provide a war air service 
program that will meet the needs of the country to the greatest extent possible 
during an emergency. 


Unirep States or America, Crvi, AERONAUTICS Boarp, WASHINGTON, D.C. 


Adopted by the Civil Aeronautics Board at its office in Washington, D.C., on the 
23d day of December 1958 


In THE MATTER OF CERTIFICATED AIR CARRIER EMERGENCY OPERATING 
AUTHORIZATIONS 


STANDBY ORDER GRANTING TEMPORARY EXEMPTION 


As part of the national mobilization effort, the Board has concluded that 
grant of certain flexible operating authority to certificated air carriers during 
a national emergency is necessary in order to automatically facilitate continued 
civil air transport operations with the highest degree of flexibility following 
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an attack upon the continental United States or the future declaration of a 
national emergency by the President.’ 

It is the Board’s intention that during the initial emergency period before a 
war air service pattern can be put into effect each certificated carrier be per- 
mitted to operate between any points between which it is authorized by a certi- 
ficate of public convenience and necessity to engage in air transportation, 
without regard to the terms, conditions and limitations set forth in such certi- 
ficate. It is not the Board’s intention to permit any carrier to operate without 
regard to the linear route descriptions set forth in its certificates, thereby 
making possible direct services between points on different routes, or on differ- 
ent segments of the same route, that the carrier has never been authorized to 
render and cannot provide under its certificated route structure. However, it 
must be recognized that unless some authority is granted to overfly route 
segment junction points, the inability of a carrier to serve a particular junction 
point due to airport damage or similar conditions would preclude the operation 
of flights over a combination of two or more routes or route segments which 
the carrier is now conducting via the junction point and which may be required 
in the interests of national defense. In order to assure the needed flexibility, 
but at the same time to preserve the basic route structure of the various carriers 
we will permit each certificated carrier to operate between any points between 
which it is authorized by its certificate to engage in air transportation, without 
regard to the terms, conditions, and limitations of such certificate, and to 
temporarily suspend service at a point or points as circumstances may warrant. 
We will further permit such carriers, on flights between points on different 
routes, or on different segments of the same route, to overfly any route junction 
point which cannot be served: Provided, That flights which overfly a junction 
point under this authority shall stop at the nearest certificated point short of, 
or beyond the route junction point. We believe the emergency operating author- 
ization should also permit carriers to provide service to certificated points 
through any available nearby airport without the necessity of complying with 
the established airport notice filing procedures. 

The Board finds that this expanded authority will be necessary during the 
initial period following an attack or national emergency in order that the air 
carriers may make the services they are able to provide available on the basis 
which will best meet the emergency air service demands. 

Even though the Board by its action herein, intends to facilitate the provi- 
sion of necessary civil air transport services on a liberalized basis during the 
initial stage of any national emergency which may arise, the carriers’ overall 
obligations to provide the services authorized by their certificates will continue, 
and they will be expected to provide as full a pattern of service consonant with 
certificate obligations and limitations as is possible under prevailing conditions. 
It will be the Board’s intention to evaluate all factors, such as damage to aircraft 
and airfields, and priority traffic demands immediately following an attack and 
to implement a war air service pattern as promptly as possible. The authority 
granted herein will be terminated or modified by the Board, or other appropriate 
authority as soon as an adequate war air service pattern is put into operation. 

Upon consideration of the foregoing, the Board finds that enforcement of 
section 401 of the Civil Aeronautics Act of 1938, as amended, and of the pro- 
visions of the Board’s economic regulations described below, insofar as they 
would prohibit provision of the air service authorized herein, would be an undue 
burden on the air carriers by reason of the limited extent of, or unusual cir- 
cumstances affecting, their operations and would not be in the public interest. 

ACCORDINGLY, IT IS ORDERED : 

1. That all U.S. certficated air carriers be and they hereby are exempted from 
the provisions of section 401 of the act and the terms, conditions and limitations 
of their certificates to the extent necessary to permit such carriers to engage 
in air transportation, with respect to the classes of traffic named in their respec- 
tive certificates, between any points between which they are authorized to engage 
in air transportation without regard to the terms, conditions, and limitations set 
forth in such certificates ; 

2. That all U.S. certificated air carriers be and they hereby are exempted from 
the provisions of section 401 of the act to the extent necessary to permit them 


1The expanded authority contemplated herein need not be extended to supplemental air 
carriers or to air taxi M+ foes nem because their relatively unrestricted present authorizations 


appear adequate to meet any emergency demands for their service. 
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on flights between points on different routes, or on different segments of the 
same route, to overfly any route segment junction point which, due to airport 
damage or similar conditions, cannot be served: Provided, That any flight which 
overflies a route junction point pursuant to this authority shall stop at the near- 
est certificated point short of or beyond such route junction point at which 
service is possible ; 

3. That all U.S. certificated air carriers be and they hereby are exempted 
from the provisions of parts 202.3, 202.4, 202.6, 203.2, 203.3, 203.4, 203.5, 205, 
and 207 of the Board’s economic regulations ; 

4. That the authority granted in ordering paragraphs (1), (2), and (8) above 
shall come into effect upon an attack on the continental United States or the 
future declaration of a national emergency by the President, or by formal 
order of the Board and shall continue in effect until further order by the 
Board, or by other appropriate authority ; 

5. That this order may be modified or revoked at any time without notice 
or hearing. 

By the Civil Aeronautics Board: 


[SEAL] MaseL McCart, Acting Secretary. 


INTERIOR DEPARTMENT 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., Oct. 16, 1959. 
Hon. Pau, Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D.C. 

Dear Mr. Brown: We are pleased to submit with this letter, in response to 
your request of August 10, 1959, a summary of the defense mobilization activities 
of the Department of the Interior during the last year for inclusion in the Ninth 
Annual Report of the Joint Committee on Defense Production to the Congress. 

We appreciate the opportunity accorded to us to extend the period covered 
by our report through September 1959, and particularly since this permitted the 
assembly and inclusion of statistical data through August 1959 on the minerals 
exploration program under contracts of the former Defense Minerals Explora- 
tion Administration. Thus the figures included in the report on the liquidation 
of this program tie into those in the Committee’s eighth annual report which 
accounted for operations through August 31, 1958. 

As you know, the delegations of authority and assignments of defense mobili- 
zation functions to this Department under the Defense Production Act, and 
related legislation, pertain principally to electric power, petroleum and gas, 
minerals, solid fuels minerals exploration, and fish and fishery products. 

Our report is arranged in several sections, one on each of these areas of 
responsibility appearing in the order named, except that minerals and solid 
fuels are covered in a single section since programs related to both are carried 
on by the Office of Minerals Mobilization. 

At the close of the report, we have included as appendix A a report entitled 
“Status of Studies and Research on Light Metals”, consisting a brief summaries 
prepared by the Bureau of Mines and the Geological Survey concerning their 
respective activities on such metals during the last year and the status of projects 
at the close of September 1959. This special report is submitted in response to 
the suggestion in your letter that such an item be included in our report on the 
Department’s activities. Like many other aspects of the work of the regular 
bureaus of the Department, such studies and research may contribute to the 
resource base upon which the United States would rely in a national defense 
emergency. ‘Their objectives are by no means confined to their possible contri- 
butions to national defense, however, and the legislative authorities involved 
are not the same as those from which our defense mobilization functions derive, 
except in one instance. A part of the Bureau of Mines’ research on titanium is 
sponsored by General Services Administration and financed by transfer of 
Defense Production Act funds. 

Assignments of defense mobilization functions within the Department have 
remained unchanged during the year. The following offices administer these 
functions with respect to the products indicated: Office of Assistant Secre- 
tary—Water and Power Development (electric power) ; Office of Oil and Gas 
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(petroleum and gas); Office of Minerals Mobilization (metals and minerals, 
except domestic minerals exploration, and solid fuels); Office of Minerals 
Exploration (minerals exploration program under authority of the Defense 
Production Act) ; and the Commissioner of Fish and Wildlife (fish and fishery 
products). The Assistant to the Secretary (Defense Activities) provides a focal 
point for coordination of the Department’s defense functions and programs. 

In our report a year ago, we mentioned that a program for the training of 
selected personnel of the Department as instructors in radiological monitoring 
had been instituted during the fall of 1957 and that, up to that time, approxi- 
mately 68 employees had been trained as instructors. This program has con- 
tinued during the last year, and the instructors developed have in turn been 
conducting courses to train radiological monitors and, in some instances, addi- 
tional radiological monitoring instructors. As a result, the Department has 
among its employees as of August 31, 1959, approximately 169 persons qualified 
as instructors and, in addition, about 473 trained as radiological monitors. 

So we now have approximately 642 employees capable of monitoring radio- 
active fallout in event of an emergency calling for such service. Their distri- 
bution, by OCDM region, is as follows: Region 1, 7; region 2, 35; region 3, 35; 
region 4, 34; region 5, 113; region 6, 117; region 7, 154; and region 8, 147. As 
following sections of the report indicate, a teaching team composed of persons 
in our organizational units having industrial mobilization responsibilities has 
conducted for the training of industrial personnel as instructors in radiological 
monitoring. We believe that this whole program for the training of radiological 
monitors is an important readiness measure. 

During the last year, considerable staff effort was devoted to further develop- 
ment of documents setting forth defense emergency plans and procedures. In 
March 1959, a revised edition of the Department’s Bmergency Operations Hand- 
book was issued. It is designed to provide to managers and supervisors through- 
out the Department, and to employees generally, information and guidelines 
on their responsibilities and on the role of the Department and each of the 
bureaus in planning for and operations during a civil befense emergency. We 
also participated in a review of OCDM’s Plan D Minus. 

In addition, major work has been done in drafting annex 33 (National Energy 
and Minerals Plan) to be issued by the Office of Civil and Defense Mobilization 
as an annex to its National Plan for Civil Defense and Defense Mobilization, 
published in October 1958. Also, the Department has contributed to the pre- 
paration of other annexes to the national plan where we have related interests 
or responsibilities, as in the case of water and rural fire defense for example, 
and we have reviewed drafts of all annexes as they are submitted by OCDM 
for comment. 

We have continued to maintain representation on a number of interdepart- 
mental boards and committees associated with defense mobilization activities, 
to maintain our relocation site in readiness, and to develope the program for the 
enrollment and training of our executive reserve composed of personnel pres- 
ently employed in industries within our purview. 

Funds available for conduct of the defense mobilization functions of this 
Department during the current fiscal year are adequate to maintain, but not 
to expand significantly, last year’s level of activities. 

The last year has, we believe, been one marked by moderate progress in the 
firming of mobilization plans and in attainment of a greater degree of readiness 
to meet, in any national defense emergency, needs for the resources to which 
this Department’s defense mobilization responsibilities relate. 

Sincerely yours, 
Royce A. Harpy, 
Acting Secretary of the Interior. 


Exectrio PowER 
PROGRAM 


The defense electric power program consists essentially of the development of 
preparedness measures designed to provide an adequate electric power supply 
(including generation, transmission, distribution, and utilization thereof) for 
the Nation under mobilization conditions. 

Under Office of Civil and Defense Mobilization delegations, Interior has 
numerous responsibilities including: Plauning a national program, providing 
technical guidance to the States; directing Federal activities concerned with 
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emergency restoration of electric service to attacked areas and provision of 
adequate electric utility service to support areas; providing guidance and 
leadership to the power industry in the development of plans and programs to 
insure the continuity of electric power production for essential uses in event 
of attack; developing and maintaining programs for operation of electric 
utilities under mobilization conditions; assembling and evaluating data as to 
the production capacity of electric utilities; analyzing the problems involved 
in maintaining adequate reserve capacity and recommending necessary programs; 
assembling data on requirements for electric power; developing and assembling 
data as to materials, equipment, transportation, and other resources required 
for the electric power industry under moblization conditions; and cooperating 
with appropriate agencies in planning production and distribution controls, 
and advising with respect to orders, regulations, and directives as they may 
affect the electric power industry. 


AUTHORITY 


The administration of defense functions pertaining to electric power is vested 
in the Secretary of the Interior under the Defense Production Act of 1950, 
as amended; Executive Order 10480 of August 15, 1953, as amended; Office 
of Defense Mobilization Order I-13 of November 12, 1954; DMO-I-7 (formerly 
DMO-30) of August 14, 1953; DMO VII-5 of October 7, 1953; Federal Civil 
Defense Administration delegations 8 and 4, as approved by the President 
on August 13, 1955, and November 22, 1955, respectively ; and interim directive 
No. 2 of the Office of Defense and Civilian Mobilization dated July 1, 1958. 
The assignment of responsibility within the Department of the Interior with 
respect to these funtions is set forth in order No. 2833 of the Secretary of the 
Interior, dated September 22, 1958 (23 F.R. 7554). Order No. 2833 continues 
unchanged the provision for defense electric power functions in the superseded 
orders No. 2822 (dated July 11, 1957), No. 2781 (January 6, 1955), No. 2764 
(June 29, 1954), No. 2755 (April 23, 1954), and No. 2726 (June 30, 1953). 





SUMMARY OF PROGRAM ACTIVITIES 


In carrying out the electric power delegations of the Office of Civil and 
Defense Mobilization to the Secretary of the Interior, the activities reported 
below have been conducted. 


Field organization 


Progress has been made with respect to a field organization to handle directly 
certain types of immediate post-attack problems, such as an emergency service 
for human survival and early restoration of essential power facilities, To 
assure that electric service will be available where most needed during such 
a period, reliance is placed on a field organization. Sixteen power areas have 
been established. These areas compare with the pool areas within which 
groups of interconnected utilities operate. Heading each area will be a director 
with a deputy and an alternate. 

In event of attack, the area director will have to direct and curtail energy 
flows; assign priorities for use of materials and equipment; work with other 
area directors in making interarea transfers of energy, equipment and supplies; 
and requisition and allocate material supplies in the inventories of utilities in 
his area. In event the area director is incapacitated, his work will be carried 
on by an alternate from a different location within the area. Delegation of 
authority to area directors and in turn to their alternates will be made so that 
they can carry out a whole range of emergency actions on their own and with- 
out central agency direction, should that prove necessary. 

Fifteen area directors have accepted and 13 have been appointed. Twelve 
deputy directors, six alternate directors, and three power utilization consultants 
have accepted and been appointed. Thus, of the 64 persons required to head 
the field organization, 36 have been selected and 34 have been appointed. As 
qualified persons are selected and security clearances obtained for each, the 
remaining 28 appointments will be made. These selectees will all be qualified 
men from the electric power industry. 

The area directors are actively engaged in setting up their area organi- 
zation. The 16 field organizations will be composed of some 2,500 to 3,000 
utility personnel. A close relationship must be maintained between all electric 
utilities and all levels of civil defense. As a part of the area organization, 
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power liaison is to be established at every city, county, State, and regional 
civil defense office. Each power liaison representative will be from the utility 
serving the area in which the civil defense office is located. This relationship is 
as important for support areas as for attacked areas since support areas may 
well become primary energy sources. Through the power liaison, civil defense 
officials will be aware of the status of electric power in the event of an attack 
and the utilities will be informed of civil defense actions that may affect them. 
Also, the area director will have in each major utility a contact man. This man 
would normally be responsible for restoration of service. 


Emergency operations handbook 


An Bmergency Operations Handbook has been completed in draft form. It 
sets forth the plan of organization and operating guidelines for a Defense Blec- 
tric Power Administration under conditions of a national emergency. These 
items are outlined to the extent that presently can be anticipated and to the 
degree that would assist in making the initial decisions for establishing a defense 
electric power organization to carry out essential defense functions. The hand- 
book, designed as a technical manual primarily for use by personnel in the 
electric power industry, is divided into three parts: Part I—‘“Introdu<tion,” 
which presents background information; Part IIl—‘“Defense Blectric Power 
Administration” which contains procedures to be followed after an atiack; and 
Part IIlI—‘Preattack Responsibility” which suggests necessary preattack 
actions to get ready and stay ready to take the actions described in part II. 
The handbook has been distributed for comments. When revised and published 
it will be distributed to the area directors and all utilities. 


The national plan 


Following the issuance of the National Plan for Civil Defense and Defense 
Mobilization by OCDM in October 1959, and at OCDM’s request, the initial 
drafting of the part of annex 33 to this plan which will deal particularly with 
electric power, was done by Interior’s staff. Subsequently, annex 33 was dis- 
cussed in a number of conferences with OCDM’s staff, and a revised draft has 
been circulated for formal interagency comment. As the period covered by this 
report draws to a cluse, OCDM is reviewing comments concerning this annex, 
including those submitted by this Department. 


Essential survival items 


The Inter-Agency Committee on Essential Survival Items, established by 
OCDM, agreed on a list of power items considered necessary for national sur- 
vival in a post-attack situation. The list contains such items as line materials, 
transformers, tools, and trucks, The material and equipment would be needed 
for the repair and construction of facilities for transmission and distribution of 
essential power for survival and restoration requirements in a post-attack period. 

OCDM has requested Interior to supply information as to usages and normal 
inventories by locations of these items. Questionnaire forms have been sent 
to 987 utilities, of which 838 have replied and followup requests have been sent 
to the remaining 99. Most of some 3,000 forms returned have been edited. The 
information obtained will be given to OCDM for National Damage Assessment 
Center uses. Also, the information will be of considerable value to Interior 
in its defense electric power mobilization planning. 


Data for damage assessment 


Preparedness for damage assessment in the event of an enemy attack requires 
the assembling of comprehensive data on electric generating plants and sub- 
stations. In 1954 data on some 500 generating stations with capabilities of 
50,000 kilowatt and over and 1,700 substations with transformer ratings of 25,000 
kilovolt-ampere and over, were obtained from utilities and industries. The 
data obtained was furnished to the National Damage Assessment Center. To 
broaden the coverage, a new questionnaire was sent to 341 utilities and 214 
industrial companies which operate all of the generating stations of over 10,000 
kilowatt capacity within the United States. Replies have been received from 
523. The some 1,200 generating stations covered embrace approximately 96 
percent of the total capacity within the Nation. Also covered are the generating 
stations and substations which have gone into service since the last survey and 
any changes in capacity ratings which have occurred. The information obtained 
includes the type of construction which in turn will be used to determine the plant 
vulnerability to blast. The information will be furnished to the National Dam- 
age Assessment Center. Also, it will be most valuable to defense electric power 
central and regional offices in their mobilization planning. 
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Radiological monitoring instructions 


A program has been in operation to train electric power industry personnel 
as instructors in radiological monitoring. Radiological defense will be an 
important function in providing for continuity of electric service in the event 
of a nuclear attack on the United States. In addition to OCDM’s program, 
Interior believes that each electric power system, due to large areas served, 
must have a substantial and widespread corps, well trained and equipped, to 
detect and measure radioactivity. This will be essential for the conservation 
of skilled manpower, so necessary for the operation of their remaining system 
and the restoration and continuity of service for human survival. A 32-hour 
course has been prepared. Instruments, training aids, and a source set have 
been obtained. Classes have been conducted in Little Rock, Ark.; Washington, 
D.C.; and Cincinnati, Ohio. These classes were attended by 45 persons from the 
electric power industry. These persons, in turn, will initiate 12-hour courses 
for the training of instrument operators within their own systems. The first 
return came in June when 67 employees from the Consumers Public Power 
District, the Nebraska public power system, and the Omaha Public Power 
District received monitor training courses by utility employees who were given 
their training by Interior. 


Meetings with industry 


The Department of the Interior’s functions and activities with respect to 
electric power were presented to representatives of some 100 major utilities 
at a meeting held in Pittsburgh, Pa., and to some 20 major utilities at a meeting 
held in New Orleans, La. At various times during the year meetings held 
by representatives from the electric power industry at Johnstown, Philadelphia, 
and Wernersville, Pa.; Cincinnati, Columbus, and Dayton, Ohio; and Stur- 
bridge, Mass., were attended by departmental personnel. Problems in connec- 
tion with the establishment of field organizations throughout the Nation to 
function in the event of a national emergency in providing, to the extent possible, 
electric power for essential uses were discussed. 


Operation Alert 1959 


There was considerable activity in preparation of policies and procedures for 
electric power participation in the 1959 annual exercise. Interior prepared 
and through its area directors sent to some 550 utility systems a memorandum 
of instructions and guidance. The exercise consisted of local, State, regional, 
and national phases. For the local phase on May 8 and 9, each utility reported: 
(1) Estimated capability and loads at D Minus 1 Day, D+1 Day, D+30 Days, 
and D+90 Days; (2) New loads for the military, AEC, and relocated popu- 
lations at D+30 and D+90; and (3) Excess or deficiency in available generating 
eapability at D+1, D+30, and D+90. 

All 16 defense electric power field areas participated. About 1,400 power 
liaison personnel from the industry were present at civil defense offices. 
Reporting forms were received from some 350 utilities. This participation in 
the alert represented 128,000 megawatts or 86 percent of the total generating 
capability in the Nation. Based on the reporting, the total power supply, 
requirements and surplus for the Nation as a whole on D Minus 1, D+30, and 
D+90 are estimated to have been: 


{In megawatts] 





D+30 | D+90 


iS tae oo atl Sioidnte et |---| 


Power supply : , 105, 000 | 112, 000 
OOO so ita bk <b iencudnc scien j E 58, 000 73, 000 
Surplus , 47, 000 39, 000 





This exercise indicated, as have all past exercises, that the loss of load was 
greater than the loss of generating capacity, resulting in a large surplus during 
the survival period following a simulated attack. There would exist isolated 
spots without power which would need attention. During the restoration 
period, with resumption of production, the requirements would increase and 
the surplus generating capacity would disappear. 
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Liaison from the utilities participated in the State phase, June 4 and 5, and 
in the regional phase, July 8-10. Interior power personnel participated in the 
regional phase and later in the national phase, August 24-28. 


Capabilities, loads, and reserves 


The capability of the electric power systems in the United States exceeded 
144 million kilowatts at the end of 1958, an increase of 10.2 percent for the 
year. The capability forecast for the end of 1962 is over 188 million kilowatts. 
The average annual increase for the past 10 years was 10.2 percent, equivalent 
to doubling in 7.1 years. 

The peakload for the United States as a whole for December 1958 slightly 
exceeded 113 million kilowatts, an increase of 6.1 percent for the year. The 
peakload forecast for December 1962 is approximately 153 million kilowatts 
and represents an average annual increase for the 10-year period from Decem- 
ber 1952 of 7.8 percent—equivalent to doubling in 9.2 years. 

The estimated 1959 summer peak is nearly 122 million kilowatts, an 11.4 
percent increase over the 1958 summer load. The forecast for the 1962 summer 
peak is slightly over 152 million kilowatts. It appears that the summer peak- 
load, expressed as a percentage of the winter peakload for the same year, is 
increasing for the country as a whole from 96 percent in 1958 to 100 percent as 
forecast for 1962. 

The gross reserves, expressed as a percentage of the load, now indicated for 
the United States as a whole in December vary from 27.1 percent in 1958 to 
23.3 percent in 1962. In general, gross reserves are adequate on a national 
basis under median and adverse hydro conditions for both summer and winter 
peaks, except in the western division of the Pacific Northwest area. Here, 
the December peakload under adverse hydro conditions is estimated to be 
slightly in excess of the capability in 1959 and 1961, but for 1960 and 1962 it 
is estimated to be slightly less than the capability. 

Summer and December peak capabilities, peakloads, and gross reserves as 
actually oecurred in 1957 and 1958 and as forecast for the years 1959 through 
1962, on the basis of median hydro conditions, are shown for the country as 
a whole in table 1. 

TABLE 1 





Capabilities (millions Loads (millions Reserves (percent 
‘ of kilowatts) of kilowatts) of loads) 
fear p 


| 
Summer | December | Summer | December | Summer | December 





1957 actual... 

1958 actual ___. 

1959 estimated. .._-_- 
1960 estimated. ____- 
1961 estimated. __-_.--- 
1962 estimated 


144. 2 
158.7 
169. 6 
180.8 
188. 8 


109. 2 113.4 25. 9 
121 124.5 26. 6 
131. ! 134. 25. 6 
142.0 | 143. § 24.8 | 
152, 1 
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130. 6 | 106. 106. 9 


3.1 | 21.9 | 23. 


Summer and December peak capabilities, peakloads, and gross reserves as 
forecast for the years 1959 through 1962, on the basis of adverse hydro condi- 
tions, are shown for the country as a whole in table 2. 


TABLE 2 


Capabilities (millions Loads (millions of Reserves (percent of 
of kilowatts) kilowatts) loads) 


Summer | December | Sumime December | Summer | December 


1959 estimated 152.3 
1960 estimated 163. 5 
1961 estimated 175.4 
1962 estimated 183.8 
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EFFECTIVENESS OF THE PROGRAM 


The effectiveness of the electric power program was again demonstrated by 
the cooperation and interest of the electric power industry during the 1959 
Operation Alert exercise. The response by the industry indicated its awareness 
of the defense problem and its readiness and willingness to serve in a national 
emergency. During the exercise the utilities assigned some 1,400 of their person- 
nel at an expense to industry of over $50,000. The alert brought to the attention 
of the power industry the seriousness of conditions which might confront it in 
the aftermath of an attack. “Fallout” generated many questions. Of particular 
interest were population movements, denial of access to portions of systems, and 
methods of handling repair and operations in contaminated areas. 

At most of the regional meetings of operating personnel of the utilities held 
throughout the Nation, civil defense matters pertaining to electric power have 
been placed on the agenda and Defense Electric Power Staff members frequently 
have been invited to participate. 





STANDBY PROGRAMS 


In carrying out the present delegations with respect to electric power from the 
Office of Civil and Defense Mobilization to the Secretary of the Interior, con- 
tinuing emphasis is being placed on completing the field organization throughout 
the Nation ready to function in the event of an attack in order to provide, to the 
extent possible, electric power for essential uses. 










































CURRENT NEED FOR THE PROGRAM 


Electric power is one of the most important services to our mode of life. It 
is essential to the military, AEC, mass survival of the people after an attack, 
restoration of production, and sustained retaliation. 

Much has been done in the establishment of the organization to handle elec- 
tric power in the event of an emergency. Much needs tobe done. Field visits to 
all power areas are necessary to: continually furnish guidance and advice as 
to the program; complete and have an efficient standby organization ever ready 
to spring into action when required; develop knowledge about power problems 
connected with survival and restoration activities; develop an understanding of 
the impact of fallout; train personnel to assess radioactivity; acquaint the in- 
dustry as to methods of handling necessary repairs and operations in contam- 
inated areas on calculated risk bases; and promote cooperative procedures be- 
tween utilities and local civil defense offices. 


SMALL BUSINESS 


A great majority of the 3,600 utility systems in the United States fall into the 
small business category. In general, the 500 systems owned privately and the 
200 owned by manufacturers comprise the larger utilities with most of the 
generating capacity while the 1,900 municipals and 1,000 cooperatives include the 
smaller systems. Inasmuch as the heaviest responsibility during an emergency 
will fall on systems which generate larger blocks of power, Interior until 1958 
dealt mostly with the larger utilities in its planning. Since then, systems 
with small bocks of power and many of those having only transmission and dis- 
tribution facilities have also been included. 





PETROLEUM AND GAS 


PROGRAM 





The objective of the civil defense and defense mobilization activities 
encompassed in the program relating to petroleum and gas is to assure, insofar 
as possible, an adequate supply of these products to meet essential needs in the 
event of increased international tension, limited war, or general war, including 
enemy attack upon the United States. 

The broad range of functions assigned to the Secretary of the Interior in 
connection with this program, under the authority of the Defense Production 
Act of 1950, as amended, and certain related legislation, is presently summarized 
in the OCDM’s Defense Mobilization Order I-13. In addition, there are closely 
allied planning responsibilities pertaining to fuel supply delegated to him under 
the Federal Civil Defense Act of 1950, as amended. Some of these functions 
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are being performed currently, while some of them would be operative only in 
a proclaimed emergency. As to the latter, maintenance of readiness to initiate 
operations speedily in case of need is a part of current activities. 

Highlights of activities during the year ending in September 1959, with respect 
to petroleum and gas, along with indications of the progress and effectiveness 
of the program, are presented in a following section headed “Summary of 
Program Activities.’”’ These activities are associated principally with the work 
of the Office of Oil and Gas which assists the Secretary of the Interior and the 
Assistant Secretary—Mineral Resources in discharging civil defense and defense 
mobilization reponsibilities pertaining to petroleum and gas. 


AUTHORITY 


The composition and functions of the Office of Oil and Gas are described in 
chapter 111.5 of the departmental manual. Authority for the OOG mobilization 
and civil defense functions is derived from : 

The Defense Production Act of 1950, as amended (Public Law 85-471; 
72 Stat. 241 ; 50 U.S.C. App. secs. 2061-2166) ; 

Pxecutive Order 10480, as amended (50 U.S.C. App. sec. 2153, note) ; 

Executive Order 10660 (21 F.R. 1117) ; 

Pxecutive Order 10773 (23 F.R. 5061) as amended by Executive Order 
10782 (23 F.R. 6971) ; 

ee Mobilization Order I-7, as amended (18 F.R. 5366, 6737, 19 F.R. 
7348) ; 

Defense Mobilization Order I-13 (19 F.R. 7348) ; 

Defense Mobilization Order I-21 (21 F.R. 1269), (Revised 23 F.R. 3529) ; 

Defense Mobilization Order VII-5, as amended (18 F.R. 6408, 19 F.R. 
7349) ; 

Order No. 2833 of the Secretary of the Interior dated September 22, 1958 
(23 F.R. 7554), superseding Order No. 2822 (22 F'.R. 5779) ; 

NPA Delegation No. 9, February 26, 1951 (17 F.R. 1908), as continued 
by Business and Defense Services Administration Regulation No. 1 (18 F.R. 
6337) ; 

Defense Transport Administration Delegation No. 6, May 5, 1951 (16 F.R. 
4149), as amended February 19, 1954 (19 F.R. 1071), and continued by 
Interstate Commerce Commission by Organization Order DTA 1, as amended 
June 27, 1955 (20 F.R. 4550) ; 

Section 168 of the Internal Revenue Code of 1954; 

Federal Civil Defense Delegation No. 3 dated August 13, 1955 (20 F.R. 
5957); 

Interim Directive No. 2 of the Office of Defense and Civilian Mobilization, 
dated July 1, 1958. 


SUMMARY OF PROGRAM ACTIVITIES 


Important activities related to petroleum and gas carried on during the last 
year, and the progress which has been made in defense planning, are summa- 
rized below. 


Ezvecutive reserve and plans for handling petroleum and gas in an emergency 


The Office of Oil and Gas completed a detailed statement of the respective 
emergency responsibilities of Federal, State, and local governments, as well 
as industry itself, for the production, transportation, processing, storage and 
distribution of petroleum and gas. Measures by which these responsibilities 
would be carried out in a period of international tension, limited war, or general 
war are delineated. This plan is reflected in the draft of the petroleum and 
gas section of annex 33 to the OCDM’s National Plan for Civil Defense and 
Defense Mobilization being reviewed by OCDM as the period covered by thie 
report ends. 

To carry out these emergency responsibilities, the Office of Oil and Gas also 
has developed a plan for operational direction and control of the petroleum 
and gas industries under emergency conditions. It provides for the establish- 
ment of a national agency and field offices in the eight OCDM regions, as well 
as in each State, to be activated in event of an emergency for performance of 
the functions outlined in the annex. In response to the request which Acting 
Secretary Elmer F. Bennett made to the National Petroleum Council on January 
21, 1959, the council is reviewing the plan and assisting the Office of Oil and 
Gas to recruit staff for the emergency organization. 
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The council, through special committees appointed for the purpose, is fur- 
nishing the Department, as requested, the names and industry affiliation of 
three or more persons for each of the key positions in the emergency national 
and field organizations. Thus, the Department is obtaining a roster by OCDM 
regions of qualified personnel in industry from which Government may make 
its selections, contact the individuals, and conclude any necessary negotiations 
with them. The Department is not obligated to select any individual on any 
list submitted, nor is it confining choices of personnel to those whose names are 
included in the lists submitted by the council. 

Personnel selected for the standby, emergency national and field organizations 
for petroleum and gas will become members of the national defense executive 
reserve of the Department of the Interior. Establishment and training of an 
executive reserve are authorized under section 710(e) of the Defense Production 
Act amendments of 1955. No particular obstacles to recruitment and orienta- 
tion of a substantial number of industry men for the executive reserve are 
expected during the next year. 


North Atlantic Treaty Organization 


Technical advice and assistance was given to the NATO Petroleum Planning 
Committee during the year. As a member of the U.S. delegation, the Director 
of OOG attended committee meetings held in Paris, France, during January. 
An Assistant Director of the Office served as chairman of the working group 
which developed and carried on oil supply-demand and related studies that are 
essential in NATO defense planning and the preservation of petroleum security. 
This working group held meetings in Paris during October 1958 and April 1959. 


Voluntary agreement relating to foreign petroleum supply 


The voluntary agreement relating to foreign petroleum supply, as amended 
May 8, 1956, continues in effect. The Secretary of the Interior or the Assistant 
Secretary—mineral resources serves as administrator of the agreement which 
was established pursuant to the provisions of section 708 of the Defense Produc- 
tion Act of 1950, as amended. 

The Foreign Petroleum Supply Committee, composed of senior officials of 16 
American companies engaged in foreign petroleum operations, assists in accom- 
plishing the objectives of the agreement. The Director of the Office of Oil and 
Gas is chairman of the committee. 

When requested by the Department, the FPSC performs two principal func- 
tions: (a) It provides advice on how the Government may obtain information 
on worldwide petroleum operations, requirements and supplies of petroleum; 
and (b) It may consider and make recommendations to prevent, eliminate, or 
alleviate shortages of petroleum in friendly foreign nations when such shortages 
threaten to affect, or do affect adversely, the defense mobilization interests and 
programs of the United States. 

Periodic reviews by the Department of the Interior of the situation concerning 
the operation of this voluntary agreement have been made to the Department of 
Justice. The Attorney General is required under the Defense Production Act 
of 1950, as amended, to review outstanding voluntary agreements and to report 
every 90 days to the President and the Congress the result of each survey. Con- 
tinuation of the voluntary agreement has been approved by the Attorney General. 

The Office of Oil and Gas has initiated action necessary to comply with a 
request, made July 15, 1959, by the Deputy Assistant Secretary of Defense 
(Supply and Logistics), for a report on petroleum refining capacity in friendly 
foreign nations. Such information is essential in long-range military planning. 
Since this type of report is no longer prepared for Government use by the Foreign 
Petroleum Supply Committee, the Office of Oil and Gas has been in consultation 
with members of the committee for advice in connection with the Department 
of Defense request. 


Industrial expansion goals and accelerated tax amortization 


Expansion in the petroleum and gas industries has been progressing at a 
rate considered adequate for the present mobilization plans. In view of this and 
also in view of the limitations on types of facilities eligible for accelerated tax 
amortization set by Public Law 85-165 enacted in August 1957, it is most 
unlikely that any facilities to be constructed by the petroleum and gas indus- 
tries would qualify for certificates of necessity. No applications have been 
received since the enactment of Public Law 85-165, and none are anticipated. 
However, OCDM has continued to receive requests for postcertification actions 
on certificates issued by OCDM prior to enactment of Public Law 85-165, and 
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some have been referred to the Department for consideration. During the year, 
the Office of Oil and Gas forwarded departmental reports and recommenda- 
tions to OCDM covering 19 requests for scope amendments and one request 
for time extension. 


Long-range petroleum study 


As the period covered by this report draws to a close, the background studies 
of U.S. supply capabilities and requirements of petroleum upon which to base 
a long-range national security policy are approaching the final stages of prepara- 
tion within the Department of the Interior. The Office of Oil and Gas, under 
the leadership of the Assistant Director, is coordinating departmental activi- 
ties in connection with this work in which the Geological Survey and Bureau 
of Mines are participating. 

This study, undertaken at the request of OCDM, will include estimates of the 
U.S. petroleum situation in 1960, 1965, and 1975. Thus far, a section on petro- 
leum reserves and productive capacity has been prepared by the Geological 
Survey, and the Bureau of Mines is completing certain projections of U.S. 
demand and of supply capabilities. The Office of Oil and Gas will incorporate 
information from these studies in a comprehensive summary report, subject 
to review by petroleum industry consultants and offices of other Government 
departments. 


Emergency port facility study 

During the first quarter of the calendar year 1959, a comprehensive plan for 
emergency tanker loading and discharge facilities was developed by the Office 
of Oil and Gas and submitted to the Department of Defense which had requested 
a study of this problem. This plan was subsequently distributed by the 
Department of Defense for comment by several agencies, and it is being reviewed 
currently by the Department of Defense and the Office of Civil and Defense 
Mobilization. 


Studies on transportation, refinery capacity, storage, and communications 


Valuable additions to basie data available for defense mobilization planning 
with respect to petroleum and gas have resulted from two studies made by the 
National Petroleum Council, as requested by the Department, which were pre- 
sented and approved by the council at its meeting on January 27, 1959. One 
of these, entitled “Petroleum Transportation,” presents data on capacities of 
petroleum pipelines (crude and product), barges and lake tankers, tank cars 
and tank trucks, and transportation facilities for liquified petroleum gas. 
(Tankers other than lake tankers were not included, since a separate, earlier 
study was devoted to them.) The other study, entitled “U.S. Refinery Ca- 
pacity,” shows refinery capacity by processes and by refining districts, as of 
March 31, 1957, and projections for July 1, 1958, and July 1, 1959, based on 
estimates by refiners. 

Also at this meeting in January 1959 the National Petroleum Council agreed 
to undertake two studies requested by the Acting Secretary of the Interior—one, 
a current study of petroleum storage facilities in the United States and the 
other, a study of the use of radio and radar in the petroleum and gas industries. 
The latter will bring up to date an earlier study on communication facilities. 
When completed these studies will provide information which will be very 
useful in connection with defense mobilization planning. The one on storage 
facilities, particularly, will assist in evaluation of such facilities for postattack 
purposes under the OCDM’s national supply-requirements analysis program 
with respect to survival items. 


Data for damage assessment 

In the spring of 1959, updated information on petroleum refining capacity 
was furnished to the National Damage Assessment Center for incorporation 
in its system. Data on locations and capacities of petroleum storage facilities 
to be obtained from the study mentioned in the immediately preceding para- 
graph will be used to supplement and improve the NDAC’s present data on 
such facilities. 


Operation Alert 1959 
OCDM sponsored the sixth nationwide civil defense and mobilization exer- 


cise—Operation Alert 1959—to test the Nation’s capabilities to withstand and 
survive a nuclear attack. 
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The Federal participant in the exercise responsible for petroleum and gas, 
the Office of Oil and Gas, engaged in extensive preparation. Studies were made 
of the pattern of bomb drops and fallout in a nuclear attack, damage to oil and 
gas facilities were analyzed, estimates of postattack supply and demand for 
oil and gas were developed, transportation requirements and manpower prob- 
lems were considered, and related problems incident to disruption in petroleum 
and gas production and supply of products were identified. 

The exercise commenced in mid-April and continued through the summer 
in progressive stages. The first phase, in April, was focused on public par- 
ticipation in the civil defense exercises held April 17 and 18. 

Capabilities to cope with postattack problems at the local, State, and regional 
levels were tested in the three subsequent phases of the exercise: Local govy- 
ernment tests, May 8 and 9; State, June 4 and 5; and regional, July 8, 9 and 10. 

During the regional exercise, specialists from the oil and gas industries, 
recruited by the Office of Oil and Gas, provided technical advice and assistance 
at each of the eight OCDM regional headquarters. These industry experts, 
one gas and two petroleum for each region, were briefed by the Office of Oil 
and Gas and furnished essential data and instructions for their participation 
in the exercise. 

An exercise for Washington headquarters staffs of Federal agencies took 
place August 24-28. Seven employees of the Office of Oil and Gas took part in 
this national level test conducted at the relocation site. 


Radiological monitoring 


Radiological monitoring of fallout caused by atomic explosions would, of 
course, be very important to the continuity of petroleum and gas industry 
operations in event of nuclear attack. Therefore, Office of Oil and Gas and 
petroleum and gas industry employees have completed a course in this subject, 
eonducted by a departmental team. The course provides technical background 
required to enable individuals to teach others how to operate radiological 
instruments used in the detection and measurement of radioactivity. An 
employee of the Office of Oil and Gas is one of the instructors on the departmental 
team. It is anticipated that this training will be extended to include more 
government and industry personnel. 


MINERALS AND Sotrp FvuELs 
PROGRAM 


All defense mobilization and civil defense functions relating to metals and 
minerals and solid fuels delegated and assigned to the Secretary of the Interior, 
and not redelegated to agencies outside the Department, are included in the as- 
signment of functions to the Office of Minerals Mobilization, except functions 
with respect to domestic exploration for metals and minerals under authority 
of the Defense Production Act. The functions pertaining to exploration are 
covered in another section of the Department’s report. 

The programs carried on by the Office of Minerals Mobilization during the 
last year, and being continued, are designed to achieve and maintain readiness of 
mineral and solid fuel resources, and the producing industries, to meet needs 
for these products in the event of increased international tension, limited war, 
or general war, including attack upon the United States. These programs are re- 
lated to the preparedness measures specified in OCDM’s Defense Mobilization 
Order I-18 concerning the assignment of defense mobilization responsibilities 
to the Secretary of the Imezrior, and also to the planning responsibility with 
respect to supply of solid fuels delegated to him by FCDA Delegation No. 3, 
continued in effect by the Office of Civil and Defense Mobilization. 

The responsibilities, programs and activities of the Office of Minerals Mobili- 
zation can be divided into the following four principal categories: 


(1) Adequacy of supply under mobilization conditions 


OMM evaluates the extent to which production by the domestic minerals, 
metals and solid fuels industries, imports of minerals, and Government stocks 
of metals and minerals would be able to meet essential civilian and military 
requirements under mobilization conditions. These evaluations are the prin- 
cipal bases for periodic or special recommendations to the Secretary of the 
Interior and to the Office of Civil and Defense Mobilization with respect to 
Government assistance programs, including procurement, and the management 
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and maintenance of Government stocks of metals and minerals, insofar as such 
matters relate to supplies which would be needed under mobilization conditions 
and to support of an adequate domestic production component of the mobilization 
base. 

(By Executive Order 10480, the Administrator of the General Services 
Administration has responsibility for purchasing and making commitments to 
purchase metals and minerals under the Defense Production Act. For this 
reason, the closely allied function of screening and making recommendations 
to ODM (now OCDM) on individual requests for loans, guarantees and acceler- 
ated tax amortization with respect to the aspects of production and processing 
of metals and minerals assigned to the Secretary of the Interior, was delegated 
to the Administrator of GSA by Interior Defense Delegation I (19 F.R. 9357) 
on December 22, 1954. While OMM conducts no operations in these areas, it 
furnishes to GSA such data and consultation as GSA may request. However, 


OMM continues to have the responsibility in these areas with respect to solid 
fuels.) 


(2) Continuity of industrial production under mobilization conditions 


OMM provides guidance to the minerals and solid fuels industries as to plan- 
ning and programs which these industries should undertake to insure continuity 
of essential production under mobilization conditions, and particularly in 
event of enemy attack on the United States; develops, assembles, and evaluates 
data as to materials, equipment, transportation, manpower, and other resources 
which these industries would need under mobilization conditions; works with 
OCDM and other OCDM delegate agencies in developing procedures under which 
Interior would request allocation of such resources for these industries and, 
also, methods by which allotments to individual producers would be made; 
maintains data obtained from General Services Administration on quantities 
and locations of Government stocks of minerals, so that in event of an emergency 
calling for release of such stocks to mineral processing facilities within Interior’s 
purview, OMM will be prepared to make prompt, specific recommendations to 
OCDM concerning releases which OCDM should direct GSA to effect; cooper- 
ates with the Industry Evaluation Board, chaired by the Department of 
Commerce, in identifying and rating essential facilities; participates in train- 
ing instructors in radiological monitoring in the minerals and solid fuels 
industries; and maintains rosters of industry advisory committees in readiness 
for consultation. 

The preparedness achieved by these programs is augmented by the awareness 
of mobilization problems gained by industrial personnel who serve as executive 
reservists. While the object of the executive reserve program is to assure 
readiness for staffing of Federal agencies in an emergency and therefore it is 
included among programs listed below under “Continuity of Government”, the 
significant contribution which this program makes to progress in nongovern- 
mental, as well as governmental, preparedness should be recognized. 


(8) Continuity of Government's capability to marshal mineral and solid fuel 
resources under mobilization conditions 


OMM enrolls personnel in the minerals and solid fuels industries to serve as 
members of the executive reserve, established under authority of the Defense 
Production Act, and trains these executive reservists for duties which they 
might be called upon to perform as Government employees in a national emer- 
gency; develops standby orders and regulations to govern the channeling of 
minerals and solid fuels to essential uses and to utilize available facilities most 
effectively under mobilization conditions ; provides data on locations and capaci- 
ties of minerals and solid fuels facilities to the National Damage Assessment 
Center, to permit rapid estimates of surviving capacity in event of attack; 
maintains a headquarters relocation center in readiness; develops plans for 
Government actions with respect to minerals and solid fuels under varying 
degrees of national emergency, and assists OCDM in fitting these into total, 
national plans; and participates in exercises sponsored by the Office of Civil 
and Defense Mobilization to test readiness of Government agencies to (discharge 
their civil defense and defense mobilization functions in an emergency. 


(4) Planning for supply of solid fuels in event of attack 


In discharging Interior’s responsibilities under FCDA Delegation No. 3, OMM 
plans actions which would be required, and develops readiness to carry on 
operations in event of a civil defense emergency, to procure, store, transport, and 
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distribute adequate supplies of solid fuels to attacked areas and reception centers, 
eonsistent with the national emergency fuel program. 

The activities and progress of the Office of Minerals Mobilization in the 
four above-outlined program areas during the year covered by this report are 
set forth below under the heading “Summary of Program Activities.” 


AUTHORITY 


The Office of Minerals Mobilization was established by the Secretary of the 
Interior in January 1955. Secretary’s order No. 2781, dated January 6, 1955 
(20 F.R. 816), delegated to the Director of the Office of Minerals Mobilization 
certain functions under the Defense Production Act and related legislation 
with respect to solid fuels and metals and minerals, except domestic minerals 
exploration functions performed by the Defense Minerals Exploration Admin- 
istration and certain operational functions delegated to the Administrator of 
General Services. These functions were delegated by the Secretary pursuant 
to delegation of authority and assignments made to the Secretary by the Direc- 
tor of the Office of Defense Mobilization in Defense Mobilization Orders I-7, 
as amended (18 F.R. 5366, 19 F.R. 7348), VII-5, as amended (18 F.R. 6408, 
19 F.R. 7349), and I-13 (19 F.R. 7348). Under Federal Civil Defense Admin- 
istration Delegation No. 3 (20 F.R. 5957), effective August 18, 1955, the Office 
ef Minerals Mobilization is responsible for certain functions with respect to 
planning for distribution of solid fuels for civil defense purposes in the event 
of emergency. The delegations of authority to the Director of the Office of 
Minerals Mobilization initially set forth in Secretary’s order No. 2781 have 
been continued in Secretary’s orders Nos. 2822 (22 F.R. 5779) and 2833, dated 
September 22, 1958 (23 F.R. 7554). On July 1, 1958, the Director of the new 
Office of Defense and Civilian Mobilization (renamed on August 26, 1958, us 
the Office of Civil and Defense Mobilization) issued interim directive No. 2 
eontinuing in effect all delegations and orders of the former ODM and FCDA, 

The Office of Minerals Mobilization is a departmental unit, reporting to the 
Assistant Secretary—Mineral Resources. A description of its functions appears 
in chapter 111.4 of the departmental manual. 


SUMMARY OF PROGRAM ACTIVITIES 


The activities and progress of the Office of Minerals Mobilization in the major 
program areas outlined above are described in the paragraphs which follow. 
Adequacy of supply under mobilization conditions 

As in the past, the Office of Minerals Mobilization has continued its surveillance 
of the supply-requirements position of minerals important to national defense. 
This involves consideration of the relationship of requirements to the current 
and potential levels of production at all sources, both domestic and foreign, 
the volume of imports and exports, the status of the national stockpile of 
strategic and critical materials and other Government stocks of such materials, 
the accessibility of sources under wartime conditions, the size and productivity 
of known reserves, and developments in technology which might affect mining, 
processing, or utilization of the subject mineral. 

During the last year, there was an increasing demand for special studies, 
evaluations, and recommendations on specific policy and operational problems 
relating to minerals supply under mobilization conditions. These dealt with 
such matters as high-temperature and special property materials, imports and 
foreign trade, barter and the supplemental stockpile, and domestic production 
capacity. : 

Comprehensive mobilization base evaluations,—During the period covered 
by this report, comprehensive mobilization base evaluations were prepared on 
columbium-tantalum, tungsten, and copper. An earlier study of this type on 
fluorspar was reviewed.. Previous studies on chrysotile asbestos and mica were 
reviewed in the light of new data on requirements from OCDM. 

As a result of deliberations of the OCDM’s Interdepartmental Materials Advi- 
sory Committee, on which the OMM represents the Department of the Interior, 
new requirements figures have been determined for a number of mineral 
commodities. These have been and will be used in OMM’s comprehensive 
mobilization base evaluations and reviews. 
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High-temperature and special property materials.—Two revised evaluations 
were made for OCDM on high-temperature and special property materials. The 
original study on this subject; made at the request of the Chairman of OCDM’s 
Special Stockpile Advisory Committee, was submitted to OCDM in November 
1957. In response to a request from the Director of the former Office of Defense 
Mobilization to the Secretary of the Interior, dated June 30, 1958, reports on 
these materials are revised and brought up to date twice a year—in April and 
October. Copies are furnished to the staff of the Joint Committee on Defense 
Production as the reports are completed. 

Imports.—At the request of OCDM in connection with its consideration of 
actions under section 8 of the Trade Agreements Extension Act of 1958, the 
Department’s comments on the effect of imports of cobalt, fluorspar and tungsten 
on the national security were submitted. In determining the supply availability 
of these commodities to meet mobilization requirements as determined by OCDM, 
the various criteria set forth in OCDM regulation 4 were considered. 

Stockpiling.—Problems relating to disposals of Government inventories of 
metals and minerals in excess of national defense requirements became increas- 
ingly important during the last several months. 

The Office of Minerals Mobilization reviewed and commented upon disposal 
plans for excess Government inventories of metals and minerals which were 
formulated by the General Services Administration and referred to the Depart- 
ment for consideration. Plans covered the following materials: titanium sponge 
(in excess of 140 Brinell hardness), cadmium-magnesium scrap,graphite, quartz 
crystal (semifabricated), steatite tale (powered), and low grade chrome ore. 
The reviews consisted of evaluations of the supply-demand positions of these 
commodities and appraisal of the extent to which disposal might disrupt the 
usual markets of producers, processors, and consumers. In connection with 
a proposed disposal of a portion of the Government’s excess copper inventories 
which OCDM was considering in the spring of 1959, the views of segments of the 
copper industry within Interior’s purview as expressed to OMM were reported 
to OCDM for its consideration. 

During the second quarter of the calendar year 1959, OMM checked the OCDM’s 
list of materials authorized for disposal in the past year and in the case of those 
listed materials for which GSA had not yet submitted disposal plans, studied 
the possible impact which sales would have on the domestic market. A com- 
parison of proposed rotation disposals with stockpile inventories and objectives 
was also compiled. 

Tire OMM > collaborated with the Bureau of Mines, Geological Survey and 
Office of Minerals Exploration in the preparation and submission, to OCDM, of 
information for inclusion in OCDM’s unclassified stockpile reports to the Con- 
gress for the periods July 1 to December 31, 1958, and January 1 to June 30, 1959. 

Barter.—On July 23, 1958, the Director of the Office of Minerals Mobilization 
was designated by the Secretary of the Interior to serve as the Department’s 
representative on the Supplemental Stockpile Advisory Committee on Barter, 
and he has continued to serve in this capacity. 

The Office of Minerals Mobilization has worked closely with OCDM and the 
Department of Agriculture on acquisition of materials for the strategic and 
supplemental stockpiles by barter for surplus agricultural commodities produced 
in the United States. The barter program, administered by the Department of 
Agriculture, is carried on principally under the authority of Public Law 480, 83d 
Congress (1954), as amended. 

The aspect of the barter program which relates to OMM’s defense mobilization 
functions stems from the provision of the act that one of the purposes for which 
agricultural surpluses may be bartered is the acquisition of materials of which 
the United States does not domestically produce its requirements, including 
strategic and critical materials, within the applicable terms of the Strategic and 
Critical Materials Stock Piling Act, for a supplemental U.S. stockpile of such 
materials. The act provides that the amounts so acquired may be additional 
to those acquired under authority of the Strategic and Critical Materials Stock 
Piling Act, and further, that materials so acquired shall be released from the 
supplemental stockpile only under the provisions of section 3 of the Strategic and 
Critical Materials Stock Piling Act. Thus, metals and minerals acquired for 
this supplemental stockpile become a component of the supply that could be made 
available in a defense emergency. 

Among matters which the Supplemental Stockpiling Advisory Committee on 
Barter, and OMM as Interior’s representative, consider with respect to various 
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materials are the following: (1) The materials to be designated by the President 
for acquisition and revisions in the Presidential listings, (2) the issuance of barter 
authorizations and adjustments in existing authorizations, (3) specifications on 
material for procurement, (4) market conditions and the effect on domestic 
producers and consumers, and (5) the relationship of proposed barter acquisi- 
tions to other components of supply of such materials in a defense emergency. 
The distinctive position of each of the several minerals considered has required 
OMM staff study on a case-by-case basis. For example, in the case of mercury, 
a proposal for barter plus concern for the future well-being of the domes- 
tie mereury industry led OMM to make a comprehensive study and report on 
the possible future for domestic production with respect to world prices, current 
world overproduction, the expected changes in world consumption and the effect 
of U.S. barter in supporting world prices. 

Associated with OMM’s work with the Supplemental Stockpile Advisory Com- 
mittee on Barter is its representation of the Department on the Interagency 
Committee on the Use of Public Law 480 for Acquiring Survival Items. This 
latter Committee was established by OCDM in January, 1959. OMM attends 
meetings and participates in its activities in matters directly affecting the 
interests and programs of the Department of the Interior. 


Continuity of industrial production under mobilization conditions 


Several of the measures included under this category of program activities 
involve principally maintenance, periodic review and any needed revision of 
documents and records prepared in previous years. This applies to data on ma- 
terials and other resources which would be needed by the minerals and solid 
fuels industries under mobilization conditions, data on quantities and locations 
of Government stocks of minerals, Industry Evaluation Board analyses, and 
rosters of industry advisor committees in readiness for consultation. OMM has 
made the necessary reviews and revisions during the last year. Activities with 
respect to two other features of this category of program activities related to 
continuity of industrial production under mobilization conditions are reported 
immediately below. 

Guidance to the minerals and solid fuels industries.—At meetings during the 
last year with officials of the minerals industries serving as executive reservists 
of the Office of Minerals Mobilization, OMM staff members reviewed with them 
the steps which companies are encouraged to take in order to insure their 
eapability to continue production under mobilization conditions. The basic 
steps are outlined in the OMM’s brochure entitled “An Alert to the Minerals 
Industry” which was published and widely distributed to the minerals industries 
in May 1958. Since that time, OMM has continued to receive requests for copies 
of this brochure. 

Training of instructors in radiological monitoring.—A member of the OMM 
staff, as a member of the Department’s teaching team, conducted classes in 
radiological monitoring at Cincinnati, Little Rock, and Washington, D.C. A 
total of 61 students were trained to teach others in methods of radiological 
monitoring. The students included personnel from the Department of the 
Interior and personnel employed in the oil, gas, and electric power and solid 
fuels industries. 

Personnel trained in radiological monitoring would be of invaluable assist- 
ance to industry in measuring the intensity of fallout after an attack. Monitor- 
ing is the only way in which it would be possible to tell when the radioactivity 
of fallout had decayed to the point where industrial production at plants not 
damaged by blast or fire could be resumed. 


Continuity of Government’s capability to marshal mineral and solid fuel re- 
sources under mobilization conditions 


The emphasis in this category of program activities is on preparedness of the 
Office of Minerals Mobilization to discharge its functions promptly and effectively 
in event of increased international tension, limited war or general war, including 
attack upon the United States. This preparedness includes readiness to conduct 
operations with respect to certain functions of Government mentioned previous- 
ly among programs in the “continuity of industrial production” category for 
which planning is now being done; it also embraces readiness to expand staff 
with personnel trained for emergency operations, to invoke any necessary orders 


and regulations with respect to minerals and solid fuels, and to operate under 
emergency conditions. 
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National defense ewecutive reserve.—In order to be ready to staff headquarters 
and field organizations with trained personnel in an emergency, the Office of 
Minerals Mobilization is carrying on a program to enroll individuals presently 
associated with the minerals and solid fuels industries to serve as members of 
the national defense executive reserve of the Department of the Interior, and 
to acquaint them with the duties which they would be expected to perform as 
Government employees during an emergency. The establishment and train- 
ing of an executive reserve are authorized under section 710(e) of the Defense 
Production Act of 1950, as amended. Appointments to the OMM unit of the ex- 
ecutive reserve are made by the Secretary of the Interior upon recommenda- 
tion by the Director of the Office of Minerals Mobilization. 

The full complement of executive reservists presently contemplated by OMM, 
including those in both the minerals group and the solid fuels group, is 158. 
Of this number, 50 have been appointed. Nineteen of these are in the solid 
fuels group, composed entirely of executive reservists appointed as area distribu- 
tion managers. Ten of the executive reservists were appointed during the 
last year, and efforts to enroll additional reservists are being continued. 

OMM executive reservists in the minerals area were brought to headquarters 
for orientation in two groups, one in April and another in May 1959. They 
underwent thorough indoctrination through a series of lectures by key personnel 
of OCDM, Interior, and other Government agencies. These sessions presented 
to the reservists a realistic picture of Government action in a postattack situation. 

In July, eight reservists in the minerals group participated in the regional 
phase of Operation Alert 1959, serving as minerals representatives of the Office 
of Minerals Mobilization at the eight OCDM regional offices. 

The national plan.—A final draft of annex 33 to the national plan for civil 
defense and defense mobilization was being reviewed by OCDM in September 
1959. One of the four parts of this annex pertains to solid fuels, and another 
to minerals. Staff members of the Office of Minerals Mobilization have devoted 
considerable time to the preparation of material for annex 33. 

Standby orders and regulations.—Work was done on preparation of standby 
orders and regulations with respect to minerals in years past, and with respect 
to solid fuels in connection with the Operation Alerts in 1958 and 1959. How- 
ever, when annex 33 and certain other annexes to the national plan for civil 
defense and defense mobilization are published in final form, it will be possible 
to prepare a more current and complete set of standby orders and regulations. 

Data for damage assessment.— With respect to solid fuels, input data on beehive 
and byproduct coke facilities were completed and submitted to the National Dam- 
age Assessment Center, and assembly of similar data on the anthracite industry 
is nearing completion. OMM continued to assemble data on the bituminous coal 
and lignite industries for submission to the NDAC. Much of the information is 
available in the records of the Bureau of Mines; however, it was found necessary 
to send out a questionnaire to determine the precise location of the mining 
facilities and the size and type of construction of the various structures erected 
at each location. Returns now represent a coverage of nearly 80 percent of the 
production. An effort is being made to obtain responses from companies which 
have not yet submitted the required information. The accumulation of this infor- 
mation and assembling it in the form required as input data for the digital com- 
puter is a lengthy and involved process. Because of the limited size of the staff 
available for this project, it will be at least 9 to 12 months before the data will 
be ready for the computer. 

With respect to minerals and metals facilities, input data on file at the Na- 
tional Damage Assessment Center were reviewed, augmented, and revised where 
necessary during the last year. Data on additional commodities were compiled 
for submission to the center after Operation Alert 1959, for inclusion in OMM 
data on file at that site. An integrated name and data listing for each of the 
eight OCDM regions has been prepared, including a narrative description of the 
coded data and a guide for interpreting the data. This material is used to in- 
struct the executive reservists in the fundamentals of the damage assessment 
system. 

Testing of mobilization plans—Operation Alert 1959.—Preparation for Oper- 
ation Alert 1959, particularly the regional phase held in July, occupied a large 
portion of the time of the OMM staff during the last half of May and all of June. 

Instructional material was sent to the eight executive reservists in the 
minerals area who served as OMM minerals representatives at the eight OCDM 
regional offices during the regional exercise, held on July 8, 9, and 10, This 
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group gained valuable, firsthand experience in the kinds of operations whicl» 
might be required under postattack conditions. 

Solid fuels were among the survival items chosen by OCDM for testing of re- 
source management functions in Operation Alert 1959. Therefore,OMM worked: 
out data on productive capacity for solid fuels and the supply-requirements. 
balance in each region, for various classes of consumers. Estimates were made 
of available stocks at consumer facilities and at primary storage facilities such as 
lake, tidewater, and river dock facilities. From these figures, requirements 
for manpower and transportation were developed for certain times periods 
following the assumed attacked as specified by the OCDM standards for the 
exercise. These data were furnished to all OCDM regional offices for 
their use in making decisions concerning postattack management of interrelated 
resources under the conditions assumed in the exercise. Members of the solid 
fuels staff of OMM went to the regional headquarters of OCDM regions 1, 2, and@ 
4, to observe operations in the regional phase of the exercise. 

Members of the OMM’s staff participated in the national phase of Operation 
Alert 1959, conducted at the relocation site during the period August 24-28. 


Planning for supply of solid fuels in event of attack 


The responsibilities assigned to the Office of Minerals Mobilization under 
FCDA Delegation No. 3 focus on a particular aspect of mobilization planning 
which is an inherent part of its broader responsibilities for solid fuels supply 
under other delegations and assignments. FCDA Delegation No. 3, issued under 
authority of the Federal Civil Defense Act of 1950, as amended, calls for planning 
of Federal activities designed to procure, store, transport, and distribute 
adequate fuel supplies (solid fuels, in the case of OMM) to attacked areas and 
reception centers, consistent with the national emergency fuel program. The 
object of planning is to assure readiness for actions necessary to provide ade- 
quate supplies of solid fuels for the designated purposes in event of a civil 
defense emergency. 

Because of the joint responsibility of the Federal Government and the States 
for civil defense, the initial development by OMM of a national plan for the pur- 
poses outlined in FCDA Delegation No. 3 involved considerable contact with 
FCDA (now OCDM) regional offices and State officials. The overall plan is re- 
flected in the draft of the solid fuels part of annex 33 to the national plan for civil 
defense and defense mobilization being reviewed by OCDM. 

In order to integrate the national plan for solid fuels with State civil defense 
plans, the OMM has been engaged in executing memorandums of understanding 
with the State civil defense directors on the application of the national plan for 
solid fuels in each State. 

Such agreements have been effected with 26 States and the District of Colum- 
bia, leaving the Commonwealth of Pennsylvania, where negotiations are now 
pending, as the only State in OCDM regions 1 through 4 where an agreement 
remains to be concluded. 

No contacts have yet been established with any States in OCDM regions 5 to 8, 
west of the Mississippi River, concerning similar agreements. It is anticipated 
that work with certain States in those regions where solid fuels are a signifi- 
eant factor in supply of energy will be undertaken during the coming year. 


CURRENT NEED FOR THE PROGRAM 





Nothing is more basic to the continuing economic and military strength of a 
highly industrialized nation such as the United States than adequate and assured 
supplies of metals and minerals, for the future as well as the present. Upon 
them depends the manufacture of a great array of products, including the 
machines and plants that make the goods, the electric power facilities that 
energize the plants, and the transportation equipment that moves workers and 
goods. Also, they are the base for production for a wide range of chemicals 
without which many essential products for military and civilian use could not 
be made. 

The necessity for having adequate supplies of solid fuels has been amply 
demonstrated in past emergencies. They are required in vast quantities for 
the production of electric power, steel and other materials, including certain 
ehemicals derived from coal, for the national defense. The mobilization base for 
¢oal and coke production must be adequate to fill not only the normal demand 
for coal for heating but also to provide coke for full-scale operation of the 
Nation’s steelmaking capacity and to meet any additional heating fuel needs 
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‘which might arise from diversion of petroleum products to military operations. 
©oal would also be an important survival item in an immediate postattack 
period. 

The Office of Minerals Mobilization exists to identify, recommend, and 
encourage Government and industry to take all steps necessary to assure the 
availability of enough metals and minerals and solid fuels to meet essential 
needs in a national defense emergency, 

To help assure that these supplies will be available in such an emergency, the 
‘Office of Minerals Mobilization carries on the programs outlined in this report. 
As a result of expansions of supply since the Korean emergency, many of 
which were encouraged through financial aids provided under authority of the 
Defense Production Act, and also as a result of substantial additions to Govern- 
ment stockpiles of minerals since that time, the mobilization base for metals 
and minerals has been greatly strengthened. In the case of nearly all strategic 
and critical metals and minerals stockpiled by the Federal Government, the 
various components of mobilization supply are adequate for mobilization 
requirements as presently foreseen. In the case of a few of them, however, the 
maximum stockpile objectives have not yet been attained but progress toward 
these goals is being made. 

Stockpiles, of course, represent only one of several components of the mobili- 
zation base for metals and minerals. The stockpile objectives established, 
which are subject to continuing review and revision as needs for national 
defense may require, have always assumed that domestic production and 
imports from appropriately factored foreign sources would be available, too, 
in a national defense emergency. In evaluating supply capability with respect 
to metals and minerals for such an emergency, OMM must consider all compo- 
nents of supply and the many factors which may influence the adequacy of each 
of them, including the stockpiles. 

Changes in the technology of warfare, changes in use patterns of metals 
due to rapidly advancing developments through research, changes in domestic 
production capability for metals and minerals, changes in the rate of growth of 
our economy, changes in world production and consumption of these commodities 
—all may effect the security position of one or more of them. Long-term 
trends, as well as the immediate and near future prospects, must always be 
given proper weight, since the period between the start of exploration and 
development of major mining projects anywhere and the time when production 
begins is usually several years and, likewise, substantial growth in demand 
for a mineral in a newly developed application usually takes considerable 
time. 

Constant vigilance is required to identify and evaluate shifts and trends in 
the supply-requirements position of the many metals and minerals important 
to national defense. Taking into account factors such as those mentioned above, 
OMM estimates supplies of mineral raw materials and, together with OCDM 
and other agencies, translates needs for end products into raw material re- 
quirements and then measures the requirements against the estimated supply 
capability. In these evaluations OMM utilizes the professional expertness 
and data of the Bureau of Mines and the Geological Survey. Thus, OMM 
serves as a focal point for the exercise of the vigilance so necessary to the 
whole of the Federal Government’s determinations and actions pertaining to 
supply of metals and minerals for defense purposes. The conclusions of OMM 
are brought to bear on current programs of Government having an effect, 
whether direct or indirect, upon domestic production or production potential 
for metals and minerals essential to national defense. In addition, OMM’s 
conduct of the readiness programs described in this report is preparing both 
Government and industry for prompt mobilization of metal and mineral and solid 
fuel resources in event of either a limited war or a general war, including 
attack upon the United States. 

All of these activities of the Office of Minerals Mobilization contribute to and 
form an integral part of the total defense program of the United States. 


MINERALS EXPLORATION PROGRAM UNDER AUTHORITY OF THE DEFENSE PRODUCTION 
AcT 


PROGRAM 


The Office of Minerals Exploration is administering the liquidation of the 
program conducted from mid-1951 through June 30, 1958, by the Department of 
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the Interior through the former Defense Minerals Exploration Administration 
under section 303(a) of the Defense Production Act of 1950, as amended. The 
DMEA program was designed to encourage exploration for strategic and criti- 
cal metals and minerals by private industry, with the Government participating 
in the cost of the projects. The DMBA continued to administer contracts in 
force from June 30, 1958, until it was succeeded by OME, which was established 
by the Secretary of the Interior on September 11, 1958, pursuant to Public Law 
85-701, enacted August 21, 1958. 

A summary of the operations on the DMEA program during the period from 
September 1, 1958, through August 31, 1959, is presented in this report. Future 
periodic reports to the Joint Committee on Defense Production will cover sub- 
sequent operations of the Office of Minerals Exploration with respect to DMEA 
contracts. Reports on the OME program ‘under Public Law 85-701 are being 
submitted to the Congress, through the President, on March 1 and September 1 
of each year, pursuant to section 5 of that statute. 


FINANCING THE DMEA PROGRAM 


The DMEA program was financed by borrowing funds from the Treasury 
under authorization of the Defense Production Act of 1950, as amended. A 
total of $38.8 million of borrowing authority funds had been certified for the 
program by the Office of Defense Mobilization (now Office of Civil and Defense 
Mobilizatiou), but $3 million was released on June 30, 1959, reducing the total to 
$35.8 million. 

At that time the total of contract expenditures and obligations, administrative 
expenses, and interest payments to the Treasury since the beginning of the 
DMEA program was $36,541,465. Deducting royalty payments of $3,127,068 
credited to the program, the net cost and obligations stood at $33,414,397. Thus, 
the balance of borrowing authority funds ther: available, after the reduction of 
the $3 million mentioned above, was $2,3&:,603. Estimated net expenses in 
fiscal year 1960 total $950,000 (including contract payments of $450,000 and 
Treasury interest of $1 million offset in part by royalty payments of $500,000). 
Therefore, the estimated balance of Defense Production Act funds certified 
for the DMEA program will be $1,435,603 on June 30, 1960. Because of the 
difficulty of precisely forecasting the rate of cash disbursements on contracts 
and the rate of royalty payments in this period of liquidation of the DMEA 
program, it is possible that the balance of funds available on June 30, 1960, will 
be lower than the estimate and that additional funds from the borrowing au- 
thority would be required to meet interest payments to the Treasury during the 
following year. 

In a letter of July 15, 1959, to the director of OCDM, the Acting Secretary 
of the Interior reviewed the status of “borrowing authority” funds as related 
to the DMEA program and requirements through fiscal year 1960. He pointed 
out that while it was apparent that the OME could meet obligations expected 
to fall due in 1960, after allowing for the $3 million release mentioned above, 
the Department of the Interior must be assured that additional borrowing 
authority funds will be certified to OME in time to pay Treasury interest 
which will fall due in fiscal year 1961. 

As of August 31, 1959, contract disbursements and obligations amounted to 
$24,885,561 compared to the maximum Government participation estimated 
at $34,823,125. The difference is accounted for by terminations and cancel- 
lations of contracts which occurred throughout the life of the program. Of 
the $24,885,561, only $22,876,048 had been disbursed. In addition, approxi- 
mately $8,392,654 of Defense Production Act borrowing authority funds had 
been obligated for costs of administrative and technical services and about 
$3,132,980 paid or accrued for interest to August 31, 1959, on notes to the 
Treasury. Royalty payments to this date totaled $3,236,558. 

In appropriating fiscal year 1959 funds for the new OME program, the 
Congress specified that not to exceed $900,000 of the amount provided would be 
available for administration and technical services and that not to exceed 
$200,000 would be available from the borrowing authority funds for admin- 
istering the liquidation of contracts in force (ie., DMEA contracts). This 
limitation on the amount that could be made available under the “borrowing 
authority” provided by section 304(b) of the Defense Production Act pertained 
only to costs of administration. It did not apply to the use of borrowing 
authority funds for interest on notes issued to the Treasury and such amend- 
ments of DMEA contracts in force as might be necessary to obtain definitive 
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results or otherwise to reach the targets of the projects. In fiscal year 1960, 
all costs of administration and technical services associated with the residual 
DMEA functions are being paid from funds apvropriated to the Office of 
Minerals Exploration. 

AUTHORITY 


The authority for the DMEA program was derived, and authority for admin- 
istration of DMBA contracts in effect upon termination of the program continues 
to derive, from the Defense Production Act of 1959, as amended (50 U.S.C. App., 
1952 ed., secs. 2061-2166; Public Law 85-471). Section 304 of Executive Order 
10480, as amended (18 F.R. 4989; 21 F.R. 1673), conferred the authority respect- 
ing the program upon the Director of the Office of Defense Mobilization, and 
pursuant to paragraph 3 of Defense Mobilization Order No. I-7 (formerly 
DMO-30), as amended (18 F.R. 5366, 6737; 19 F.R. 7348), this authority was 
delegated to the Secretary of the Interior, to be exercised in accordance with 
programs certified by the Director, ODM. The Secretary redelegated his 
functions to the Administrator of the Defense Minerals Exploration Admin- 
istration by Interior Orders 2726 (18 F.R. 3804), 2755 (19 F.R. 2508), 2764 (19 
F.R. 4005), 2781 (20 F.R. 316), and 2822 (22 F.R. 5779). The program is set 
forth in DMBA Order-1, revised (22 F.R. 8304). Notice of termination of the 
program was announced June 6, 1958 (23 F.R. 4003). 

Reorganization Plan No. 1 of 1958 (23 F.R. 4991) became effective July 1, 1958, 
merging the Office of Defense Mobilization and Federal Civil Defense Admin- 
istration into a new Office of Defense and Civilian Mobilization. By Executive 
Order 10773 (23 F.R. 5061) issued on July 1, 1958, the President delegated 
to the Director of the new ODCM, among other powers, the authorities under the 
Defense Production Act previously delegated to the Director of the former ODM 
and authorized redelegation of such authorities. On the same date, the Direc- 
tor of ODCM issued ODCM Interim Directive No. 2, continuing in effect all 
delegations and orders of the former ODM and FCDA until rescinded, amended, 
or modified. 

Public Law 85-763, approved August 26, 1958, amended Reorganization Plan 
No. 1 of 1958 to substitute the name “Office of Civil and Defense Mobilization” for 
the name “Office of Defense and Civilian Mobilization” wherever the latter name 
appeared in the plan. Executive Order 10782 (23 F.R. 6971), effective as of 
August 26, 1958, amended HDxecutive Order 10773 to make references to names 
and titles consonant with the provisions of Public Law 85-763. Thus, as of 
August 26, 1958, the chain of delegated authority under the Defense Production 
Act for functions with respect te DMBA contracts still in effect extended from 
the President to the Director of the Office of Civil and Defense Mobilization, 
to the Secretary of the Interior, and to the Administrator of the Defense 
Minerals Exploration Administration. 

The action of the Secretary of the Interior on September 11, 1958, establish- 
ing the Office of Minerals Exploration provided that authorities delegated to 
the Administrator of DMEA will continue to be exercised by the Director, Office 
of Minerals Exploration. This transfer was reflected in Secretary’s Order No. 
2833 (23 F.R. 7554), issued on September 22, 1958, superseding Order No. 2822. 


SUMMARY OF THE PROGRAM 


Prior to July 1, 1958, the Defense Minerals Exploration Administration 
entered into contracts with private parties for the exploration of indicated or 
undeveloped sources of some 34 strategic and critical minerals and metals. 
No contracts were entered into after June 30, 1958. Each contract established 
an exploration project calling for specific work in a described area of land to 
be completed by the operator during a fixed period of time at costs estimated on 
either an actual or fixed cost basis. The total amount of the cost of the work to 
be done under the contract was limited, and the amount of the Government’s 
participation was set at 50 to 75 percent of the allowable cost of the project, 
depending upon the minerals or metals sought. If two or more minerals or 
metals falling in different percentage groups were involved, the Government’s 
contribution was set at 62.5 percent. 

The exploration projects were approved by the Government only after careful 
investigation. They were based upon sound engineering and geological princi- 
ples. Ordinarily projects were not approved for work that would require more 
than 2 years to complete; however, the time limit for most projects was fixed at a 
much shorter period. 
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The Government’s contribution to the cost of a project was allowable only for 
necessary, reasonable, and direct costs of performing the exploration work. 

The operator was not charged interest on the Government’s contribution to the 
cost of a project. If the Government considered that a discovery or develop- 
ment from which production might be made had resulted from the work, the 
Government so certified and notified the operator. Upon certification, all mineral 
production from the land covered by the contract became subject to a royalty 
payable at a rate of 114 to not more than 5 percent of the gross proceeds or value 
of such production for a period of usually 10 years from the date of the contract 
or until the full amount of the Government’s contribution was repaid, whichever 
occurred first. Under certain conditions the repayment period was set for a 
period longer than 10 years. Regardless of certification, all ore produced from 
the project property during the time of the contract and for a period of 6 months 


after receipt of the operator’s final report on the project was subject to the same 
royalty provisions. 


Organization for administration and coordination of the program 


Until September 11, 1958, when the residual functions were transferred to the 
Office of Minerals Exploration, the Defense Minerals Exploration Administration 
functioned as an organizational unit within the Department of the Interior under 
the supervision of the Assistant Secretary, Mineral Resources. A Policy and 
Coordinating Committee, comprised of the Assistant Secretary, Mineral Re 
sources, as Chairman, the Administrator of the Defense Minerals Exploration 
Administration, the Director of the Bureau of Mines, and the Director of the 
Geological Survey, served as a primary point of contact with other Government 
agencies, interpreted Federal policy relating to activities of the DMEA, estab- 
lished the broad area of working arrangements for the conduct of the DMEA 
program, and reviewed progress of the program. 

The DMBEA did not maintain a technical field staff but utilized the services 
of the technical staffs of the Bureau of Mines and the Geological Survey for all 
field examinations, reports, project inspections, and field administration of ex- 
ploration contracts, except auditing which was done by DMEA’s own staff. The 
field work was performed under the direction of five regional field teams, each 
team comprised of an engineer from the Bureau of Mines and a geologist from 
the Geological Survey, with one being designated as the DMEA executive officer 
and the other as his alternate. All correspondence with and instructions to the 
field teams flowed through an operating committee in Washington which was 
composed of three members, one representing the Administrator of the DMEA, 
as Chairman, and one each representing the Directors of the Bureau of Mines 
and the Geological Survey. 

Field auditors, under supervision of the DMBA headquarters in Washington, 
D.C., audited operators’ accounts, determined the propriety of payments under 
exploration contracts and regulations, and audited ore-shipment records and 
royalty payment accounts for projects in accordance with practice of the Gen- 
eral Accounting Office. 

Since September 11, 1958, the OME has functioned under the supervision of the 
Assistant Secretary, Mineral Resources. It continues to utilize the services 
of the technical staffs of the Bureau of Mines ana Geological Survey in the field 
and maintains its own auditing staff. The OME operates with a reduced num- 
ber of personnel in keeping with its reduced workload. 

Certain changes in location and area coverage of OME field offices, which 
handle certain aspects of DMEA contract administration and auditing, were 
effected by issuance of a revision of OME regulations published in the Federal 
Register of August 20, 1959. The following changes were made: The Region II 
office was moved from Reno, Nev., to San Francisco, Calif.; the Region ITI office 
in Denver, Colo., was moved from the new customhouse to the Denver Federal 
Center; the Region IV office in Joplin, Mo., was closed, and business in Kansas, 
Oklahoma, and Texas will be handled by Region III in Denver, Colo., while that 
in Arkansas, Louisiana, Missouri, and Mississippi will be handled by Region V 
in Knoxville, Tenn. The States thus added to Region III and Region V comprise 
the whole area previously serviced by the Region IV office. 


Cooperation with other agencies 


Like the DMEA, the OME maintains cooperative arrrangements with the Office 
of Civil and Defense Mobilization and the Office of Minerals Mobilization be- 
cause of related interests and responsibilities in the minerals and metals field. 
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The Atomic Energy Commission and General Services Administration were con- 
sulted on matters of mutual interest. OME cooperated also with the Attorney 
General, Securities and Exchange Commission, Tariff Commission, Small Busi- 
ness Administration, and Treasury Department by furnishing information con- 
cerning the OME—DMEA programs. 


REPORT OF THE ATTORNEY GENERAL ON DMEA 


In the fall of 1958, the Office of Minerals Exploration provided data and 
other assistance to the Department of Justice in connection with the preparation 
of the report entitled “Defense Minerals Exploration Assistance,” dated Novem- 
ber 10, 1958, which the Attorney General submitted to the President and the 
Congress pursuant to section 708(e) of the Defense Production Act of 1950, 
as amended. This report included a comprehensive review of the program con- 
ducted by the former Defense Minerals Exploration Administration. Its evalua- 
tion of the DMEA indicated that the program, in accomplishing its defense 
objectives, also strengthened to some extent the competitive structure of the 
domestic mining industry. 

In January 1959 the OME furnished data to the Department of Justice on 
the DMEA program for another report by the Attorney General under the above- 
cited provision of the Defense Production Act, this one entitled ‘“‘The Mercury 
Industry.’”’ This report was submitted by the Attorney General under date of 
February 9, 1959. Among other conclusions, it suggested a possible future im- 
provement in competitive standing in the domestic mercury mining industry as 
a result of the DMEA program. 


LIQUIDATION OF THE DMEA PROGRAM 


The progress of liquidating the DMEA program is indicated by the following 
paragraphs concerning applications, contracts, certifications of discovery or 
development, and repayment of the Government’s contributions. 


Applications 
Although no applications for exploration aid under the DMEA program were 


accepted after June 30, 1958, 65 DMEA applications remained in various stages 
of processing on that date. The applicants were informed that their applications 
would be processed under the OME program upon written request. Fifteen of 
these 65 DMEA applicants have reapplied under the OME program, seven have 
stated their intentions to refile with OME, 12 have written that they are no 
longer interested in pursuing their applications, and 31 have not replied to 
letters written to them concerning their applications. 


Contracts 


The 157 DMBA contracts in force on August 31, 1958, have been reduced to 
45 by completion or termination of the projects. Of the 1,159 contracts executed 
by DMEA, a total of 1,114 have been canceled or terminated. A total of 82 
contracts have been canceled during the program without any authorized work 
being performed; therefore, the Government did not make any disbursements 
on them. The remaining 1,032 terminated contracts had an aggregate estimated 
cost of $46,533,086, with Government participation set at $29,059,597, but the 
actual cost to the Government was only $20,485,799. 


Certifications of discovery or development 


During the period September 1, 1958 (the date of available figures given 
in the Eighth Annual Report of the Joint Cummittee on Defense Production), 
through August 31, 1959, the DMEA certified 36 projects as discoveries or de- 
velopments, making a total of 380 certifications under the program to date. 
Important ore showings have been reported on eight other projects which may 
eventually be certified on their completion. Of the 380 certified projects, 376 
have been terminated or completed and 4 are still in operation under DMEA 
eontracts. The total estimated cost of these 380 certified projects, including 2 
on which no Government funds were disbursed, was $26,634,381, of which the 
Government’s estimated share was $16,711,023. To date, however, the Govern- 
ment has disbursed only $13,571,820 on them. These 380 certified projects, 
located in 31 States, covered a search for 25 strategic and critical minerals and 
metals. All contracts provide for payment of royalties if the projects are certi- 
fied. Also, under certain conditions, provisions are incorporated in the contracts 
for royalty payments even though the projects are not certified. Since the in- 
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ception of the DMEA program, 70 contracts have been executed or amended to 
provide for royalty payments regardless of certification. 


Repayments 


During the 12-month period ending August 31, 1959, repayments of the Govern- 
ment’s contribution through royalties on production amounted to $609,095, bring- 
ing the total of such payments since the beginning of the program to $3,236,558. 
Operators on 44 projects have repaid in full the sums advanced to them, aggre- 
gating $1,340,156, and 360 others have made royalty payments. Of the 404 
projects on which royalties have been paid, 278 have been certified and 126 
have not been certified. Of the latter, 20 made payments under royalty agree- 
ments, 

The production on which royalties have been paid to date is estimated to have 
had a gross value to the operators of approximately $66 million. The gross 
value of the recoverable minerals in the potential ore reserves inferred on the 
880 certified projects is estimated to be in excess of $740 million at current 
market prices. 

NEED FOR THE PROGRAM 


The need for the program administered by the Defense Minerals Exploration 
Administration has been comprehensively stated in all of the previous annual 
reports to the Joint Committee on Defense Production. The program helped 
to assure adequate supplies of ore for the production of metals and minerals to 
meet requirements of national defense programs during the Korean emergency 
and the following period of sustained military preparedness. The program 
also helped to assure sufficient ore reserves in support of an adequate mobiliza- 
tion base for the future. The interest of industry in the program was wide- 
spread as indicated by the facts that applications were received from 44 States, 
including Alaska, and that contracts were executed for projects in 36 States, 
including Alaska. 

With the attainment of expansion goals and the reduction of military require- 
ments, available supplies of most minerals have become more than adequate for 
military programs and the current needs of our growing economy. Thus, the 
need for exploration to keep up with current demand for minerals and metals 
has lessened. The need, however, remains for exploration to assure our future 
requirements for minerals and to reduce our dependence on foreign sources in 
times of emergency. 

It is generally recognized that a continuing program of exploration is essential 
for the long-range security of the United States with respect to mineral supply, 
as well as for its economic growth. 

With the establishment of the Office of Minerals Exploration under Public 
Law 85-701, we believe that adequate assistance is available for exploration for 
those few minerals for which increased supplies would be desirable for defense 
requirements and also to encourage operators to explore for other basic minerals 
essential for the long-range security of the Nation. 


SMALL BUSINESS PARTICIPATION IN THE PROGRAM 





The DMBA program appealed especially to small business. A large number 
of small operators, including individuals, partnerships, and corporate enterprises, 
participated in the program, particularly in exploring for highly strategic min- 
erals not found in the United States in deposits of sufficient size to be of interest 
to large companies. These small operators were given maximum encouragement 
because of the urgent need for the searcer strategic and critical minerals and the 
importance of the group in the mining industry. Approximately 60 percent of 
all DMEA contracts called for expeditures of $25,000 or less and about 43 percent 
of them provided for the operator to spend less than $3,000 of his own funds 
or furnish an equivalent amount in the value of his own labor, supervision, or 
equipment to complete the contract. In excess of 80 percent of the participants 
were classed as small business based upon financial standing, annual production, 


number of employees, and prominence in the particular field in the mineral in- 
dustry. 
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STATISTICAL SUMMARY OF THE DMEA PROGRAM 


The following tabulations give a complete summary of the DMBA program 
through August 31, 1959.- The tables included are listed below: 
I. Summary of DMBA applications and contracts. 
II. Distribution of DMEA contracts in force (by commodity, State, and 
region) as of August 31, 1959. 


III. Disbursements and repayments on contracts, by regions, as of 
August 31, 1959. 


IV. DMBA projects terminated and certified—commodity distribution— 
through August 1959. 


V. DMBA projects terminated and certified—State distribution—through 
August 1959. 


I. Summary of DMEA applications and contracts 
A. STATUS 


Applications 
Received 
888 


Contracts Denied 
Executed 


EL att eremine ts 
In 


t 
Rorce In Force 
y aa act 


Terming ao oT aed 2/ 


1,0 
Ci 


Not 
Certified orgie certified 
41 
Certified oat ied 
4 


as 


1/ No more work will be done with Government financial assistance 
2/ No Government money spent. 


B. CONTRACT AMOUNTS 


Government Value of Government 
Number | participation contract = 
spen 


$565, 192 
, ) > 1, 825, 052 
, 885, 13, 006, 628 
(UR OE SS ee , 173, 89 f 7, 479, 171 
Canceled and certified. .-...................-.-.--. ‘ 838 
Canceled, not certified 80 1, 304, 390 


1, 159 34, 823, 125 
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II, Distribution of DMEA contracts in force (by commodity, State, and region) 
as of Aug. 31, 1959 





| 
Percent dis- 
Number | Government Value of tribution of 
participation contract Government 
participation 





(a) Commodity: 
Cobalt-nickel $176, 894 $264, 092 
Copper 55, 266 110, 532 
Fluorspar 19, 596 39, 192 
Lead-zinc 1, 547, 073 3, 094, 146 
Lead-zince-copper : 1, 322, 180 2, 644, 360 
Manganese ; 496, 184 661, 579 
Mercury 352, 223 503, 736 
Molybdenum...........- 255, 250 510, 500 
Tungsten 96, 852 129, 136 
Uranium 91, 861 122, 482 


anal 


Ww 
oO 


roe = Ss 





~» 
~ 


ca dcbbcikendsaiacssendenoe 8, 079, 755 


(6) State: 
301, 660 

225, 533 394, 316 
280, 620 534, 124 

1, 334, 613 2, 562, 308 
19, 596 39, 192 
71,019 94, 692 
49, 935 99, 870 
555, 271 772, 675 
59, 704 112, 982 
255, 250 510, 500 
986, 395 1, 972, 790 
282, 440 564, 880 
5, 810 11, 620 

30, 930 41, 240 


45 4, 413, 379 8, 079, 755 


Boom 





Sc nit henata enka dhuadaetaee 
POD soo ab cocde ssl 

New Mexico 

Tennessee 

Utah 

MORIN sc diddcecseakccsdustucdodis 
ey eeeeOM. 5... .....-.-28 
Wyoming 


ee et et Ot et tt I OD 
~ 

... *ReeBer, 

~Is Oe POR OM Oe DOH SO 





14 2, 118, 504 3, 648, 263 
9 285, 237 507, 298 
Q 849, 240 1, 650, 744 

1, 160,398 | 2, 273, 450 
—t. cin 


45 | 4, 413, 379 8, 079, 755 | 











III. Disbursements and repayments on contracts, by regions, as of Aug. 31, 1959 





Region Disbursements} Repayments 





$7, 652, 424. 65 $974, 735. 01 
2, 823, 287.08 | 739, 448. 84 
7, 708, 426.24 | 1, 082, 809, 42 

(!) I i aes al de 
4, 691, 905. 40 | 439, 564. 61 


| 22, 876, 043. 37 3, 236, 557. 88 








1 Transferred to regions III and V. 
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FISH AND FISHERY PRODUCTS 


PROGRAM 


Mobilization functions with respect to the production and processing of fish 
and fishery products are carried out under a redelegation of authority from the 
Secretary of Agriculture to the Secretary of the Interior. 

These activities include the preparation of plans for the continued operation 
of the fishing and the fish processing industries to assure an adequate supply 
of the products of these industries in time of national emergency. This work 
is done by the Bureau of Commercial Fisheries, under the supervision of the 
Commissioner of Fish and Wildlife. 

Programs of the Bureau of Commercial Fisheries for maintaining the pro- 
duction and processing of fishery products during a period of national emer- 
gency would be correlated with the overall program of the Department of 
Agriculture for providing an adequate supply of food. The activities presently 
being carried on involve the training of Bureau personnel in producing and 
processing areas so that in a national emergency the measures included in 
mobilization plans designed to maintain the catch of fishery products and 
necessary processing of the catches could be initiated promptly and effectively. 


AUTHORITY 


Responsibilities of the Department of the Interior in this area of defense 
mobilization planning derive from Defense Food Delegation No. 2, Revision 
1: Delegation of authority with respect to fishery commodities or products, 
from the Secretary of Agriculture to the Secretary of the Interior and, also, 
Defense Mobilization Order I-13, issued by the Director of the former Office 
of Defense Mobilization and continued in effect by the Director of the Office of 
Civil and Defense Mobilization. 

The delegation from the Secretary of Agriculture, published in the Federal 
Register on March 19, 1952 (17 F.R. 2369), delegated to the Secretary of the 
Interior the priority and allocation authority under the Defense Production 
Act of 1950, as amended, with respect to the production of fishery commodities 
or products and, also, certain related claimant functions. Defense Mobiliza- 
tion Order I-13 (19 F.R. 7348), dated November 12, 1954, assigned to the See- 
retary of the Interior responsibility for the development of preparedness meas- 
ures relating to specified industries and products, including fisheries’ commodi- 
ties or products as assigned by the Secretary of Agriculture. 

When the former Defense Fisheries Administration was abolished on June 
30, 1953, the Secretary of the Interior delegated to the Director of the Fish and 
Wildlife Service defense functions relating to the production of fishery com- 
modities or products. This was done by Secretary’s order No. 2726, dated 
June 30, 1953 (18 F.R. 3804). This delegation was continued in superseding 
orders which in effect were revisions of order No. 2726 until July 11, 1957. 
Then, due to the reorganization of the Fish and Wildlife Service, it was neces- 
sary to change the delegation of these defense functions so that it would run 
to the Commissioner of Fish and Wildlife rather than to the Director of the 
Fish and Wildlife Service, a position no longer applicable to the Service. This 
change in the delegation was accomplished by Secretary’s order No. 2822 (22 
F.R. 5779), issued on July 11, 1957. The delegation has been continued un- 
changed in Secretary’s order No. 2833 (23 F.R. 7554), issued September 22, 
1958, superseding order No. 2822. Under the supervision of the Commissioner 
of Fish and Wildlife, the Bureau of Commercial Fisheries carries on defense 
mobilization planning activities. 


SUMMARY OF PROGRAM ACTIVITIES 


Under the delegation from the Secretary of Agriculture to the Secretary of 
the Interior, the Bureau of Commercial Fisheries makes plans to perform the 
following functions in time of an emergency: 

1. Serve as claimant agency for the commercial fishing and fish process- 
ing industries with respect to critical materials and equipment. 

2. Serve as liaison between the commercial fishing and fish processing 
industries and other defense agencies with respect to facilities, manpower, 
and other related resources essential to continued operation. 
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3. Provide basic data for OCDM in its development of price ceilings for 
fishery prodncts in the event that the emergency necessitates invocation 
of price controls. 

4. Develop recommendations with respect to financial aids and incentives 
required to achieve any needed increase in supply of fishery products, and 
make recommendations on applications for such assistance. 

5. Develop recommendations for allocations of raw fishery products, and 
direct diversion of fishing fleets to the extent required by the nature of 
the emergency and the availability of processing facilities and manpower. 

6. Obtain and evaluate damage to commercial fish production and process- 
ing facilities and plan with appropriate defense agencies for rehabilitation 
and resumption of required activities. 


Field organization 


Because of the widely dispersed nature of the fishing industry, it is especially 
important that there be a strong regional, as well as a central, organization to 
assist the fishing and fish processing industries in meeting requirements for their 
products in time of national emergency. 

Responsibility for direction of emergency activities in the field has been dele- 
gated to the five regional and two area offices of the Bureau of Commercial 
Fisheries. A nucleus staff presently exists in each of these offices, and these 
staffs would be augmented by additional personnel in event of an emergency. 

To develop readiness of the regional organization for emergency operations, 
training is needed at the field level. It is on this facet of preparedness that the 
Bureau is now placing emphasis. Operation Alert 1959 and preparations inci- 
dent to the exercise were utilized to advance the training of personnel in several 
of the Bureau’s field offices. 


‘Operation Alert 1959 


In Operation Alert 1959, representatives of most of the Bureau’s regional and 
area offices participated at the OCDM Regional Offices during the regional phase 
of the exercise, July 8-10. A number of these representatives had not previously 
participated in consideration of the type of resource management problems posed 
in this exercise. The experience which they gained will be helpful to them in 
defense mobilization planning to be carried on in the future by their respective 
-offices. 

Members of the staff of the Washington headquarters of the Bureau of Com- 
mercial Fisheries took part in the national phase of Operation Alert 1959, held 
during the period August 24-28. 

The planning which was done in connection with both the regional and national 
phases of the exercise has been effective in further developing programs and 
procedures which would assist the domestic fishing and fish processing industries 
in meeting requirements for fishery products during a national emergency. 


SMALL BUSINESS 


The operations of the Bureau of Commercial Fisheries are related primary 
to small business enterprises since, with few exceptions, commercial fishing 
operations and processing of fish and shellfish are carried on by individual fisher- 
men and small companies. 


CURRENT NEED FOR THE PROGRAM 


The domestic fisheries are of importance to the national defense because of the 
large volume of food and industrial items produced. In any national emergency, 
our fishery resources would be a valuable source of protein food, but particularly 
so in a postattack period since much of the catch is taken near heavily populated 
areas and it is believed thai fish and shellfish would be less affected by radio- 
active fallout than many foods produced on land. 

Defense mobilization planning now being done is essential to preparedness for 
-swift marshaling of fishery resources in a national emergency. This planning 
supplements the regular, peacetime programs of the Bureau of Commercial 
tisheries. These regular programs help to maintain the mobilization base for 
fishery products. It is hoped that this base would be adequate for production of 
required quantities of fishery commodities, even after allowance for the antici- 
pated diversion of some fishing craft for use in military operations in an emer- 
‘gency and, in event of attack, destruction of some shore installations. 
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APPENDIX A 


Status or STupIES AND RESEARCH ON LiGuHT METALS 


Brief summary reports by the Bureau of Mines and the Geological Survey on 
their respective studies and research activities relating to light metals during 
the last year and the status of projects at the close of September 1959 are 
presented below. 

BUREAU OF MINES 


The Bureau of Mines is continuing its investigations on the recovery of 
alumina from the submarginal bauxites of Oregon, Arkansas, and Hawaii. Al- 
though no commercial products resulted from the work on Hawaiian bauxite 
the large size of the deposits justifies further work. Several processes for re- 
covering alumina from nonbauxitic raw materials are being analyzed and evalu- 
ated to help guide research. Results will be published as a comprehensive re- 
port which will include balanced flowsheets and estimates of heat balances, costs, 
and capital investment. A small experimental reduction cell for the production 
of aluminum from alumina was developed and a number of operational variables 
are being studied in an attempt to improve the efficiency of aluminum electro- 
lytic reduction cells. 

The Bureau of Mines is continuing field studies of the Nation’s titanium re- 
sources. Bureau metallurgists will continue to investigate electrochemical and 
chlorination processes for making high purity titanium and on techniques to 
improve its method for melting and casting titanium metal. In cooperation with 
the General Services Administration the Bureau will continue research designed 
to appraise the commercial possibilities of its electrolytic refining process, Other 
metallurgical research by the Bureau will include physical metallurgy studies 
aimed at developing new alloys of titanium and evaluating the properties of 
metal produced in Bureau research. 

Studies are underway to develop magnesium alloys, with three or more com- 
ponents, which will have new uses or improved service characteristics. The 
Bureau will continue a comprehensive review and analysis of damping capacity 
of commercial and new magnesium alloys in various semifabricated forms. 
Laboratory work will include investigations of the effect of heat treatynent on 
the physical properties of the alloys, 


GEOLOGICAL SURVEY 


During the report period, Geological Survey field investigations were in prog- 
ress on beryllium-bearing deposits in the southern Black Hills, 8S. Dak., and in 
the Lake George area, Colorado; and on alumina-bearing deposits on the island 
of Kauai, Hawaii, and in Washington State. Research and laboratory studies 
continued on techniques and methods of detection or evaluation of light metals 
occurring in sparse or trace amounts in various source materials such as lateritic 
clay and coal. 

Geologic mapping has been completed on about half the total area containing 
the beryl pegmatite deposits in the southern Black Hills, 8. Dak. It is clear 
on geologic evidence that these and other beryl pegmatites in the United States 
could not support a large increase in the demand for beryllium. 

The geology and reserve potential of newly discovered and important deposits 
of beryl in quartz-mica-fluorite veins near Lake George, Colo., are the objectives 
of a study which began in this area during the report period. A field analysis 
unit for quantitative determinations of beryllium has been set up for use on the 
Lake George project. This provides an analytical tool that is both rapid and 
accurate. Previous methods of evaluation were by visual inspection or chemical 
analysis of rock samples. 

A study of the geology and resources of the bauxite deposits on the island of 
Kauai was undertaken near the close of the report period. Among the objectives 
of the study will be an evaluation of the deposits for mineral potential other 
than bauxite. There may be a possibility of producing titanium, columbium, or 
other metals as a byproduct of aluminum. 

High-alumina clay deposits in the Greenacres quadrangle near Spokane. Wash., 
are being mapped and studied. Objectives include determination of reserves, 
study of the mineralogy of the deposits, and a study of the relationship of the 
clay to the weathered rocks and erosion surfaces as a possible guide to poten- 
tially favorable areas. 
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Work continued on an extensive study of the bauxite resources of the south- 
eastern United States. Detailed geologic field investigations in the Gulf Coastal 
Plain and the southern Appalachian regions have been completed. Laboratory 
work, particularly on heavy mineral concentrates in the bauxite and surrounding 
materials, is continuing. 

Research and laboratory studies in progress include a study of the weathering 
processes that lead to the formation of bauxite. Phase equilibrium studies in- 
volving the design and construction of extensive equipment are in progress on 
a variety of synthetic mineral systems. Work has been directed in particular at 
equilibria involving soda, potassia, magnesia, aiumina, silica, and water. 

A spectroscopic study is underway on the occurrence and distribution of trace 
elements in many of the major coalbeds in the United States. Surprisingly large 
concentrations of germanium and beryllium have been found in the ash derived 
from some coals. 

Work is in progress on a new and improved method for the analysis of micro- 
gram amounts of zirconium in complex natural materials. 


GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., September 18, 1959. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D.C. 
(Attention: Mr. Harold J. Warren). 


Dear Mr. CHAIRMAN: A summary of the mobilization activities of the General 
Services Administration for the past year is enclosed as requested in your letter 
of August 10. 

Sincerely yours, 
FRANKLIN FLoEetTE, Administrator. 


MosiLizATION ACTIVITIES OF THE GENERAL SERVICES ADMINISTRATION DURING 
THE Periop JuLy 1, 1958, THrouew Avueust 15, 1959 


The mobilization programs conducted by the General Services Administration 
include: 
Mobilization readiness programs: 
Mobilization readiness planning. 
Continuity of Government. 
Telecommunications. 
Preservation of essential records. 
GSA support to OCDM emergency supplies and equipment program. 
Production programs: 
National stockpile. 
Materials expansion. 
Machine tools. 
Operation of Government-owned plant. 
Dispersal of facilities. 
Financial assistance. 


AUTHORITY FROM WHICH GSA DERIVES ITS POWERS 


The mobilization programs of GSA have been established in accordance with 
the policies and directives of the Office of Civil and Defense Mobilization and its 
predecessor agencies. GSA functions relating to these programs are based on 
the following authorities: 

Defense Production Act of 1950 and Executive Order 10480, both as 
amended. 

Strategic and Critical Materials Stockpiling Act. 

National Industrial Reserve Act of 1948. 

Section 168 of the Internal Revenue Code of 1954, as amended. 

Federal Property and Administrative Services Act of 1949, as amended. 

Federal Civil Defense Act of 1950, as amended. 

Federal Register Act, as amended. 

Executive Orders 10346 and 10660. 
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The responsibilities of GSA under the Defense Production Act of 1950, as 
amended, and Executive Order 10480, as amended, are listed below. 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials for Government use or resale, and performing or providing for 
inspection, refining, processing, transportation, and storage operations incident 
thereto. 

2. Guaranteeing private loans to contractors, subcontractors, and others when 
necessary to expedite production and deliveries or services under Government 
contracts for the procurement of materials or the performance of services for 
the national defense. 

3. Certifying to the Secretary of the Treasury or the Wxport-Import Bank of 
Washington the essentiality of making direct Government loans to aid in carry- 
ing out defense contracts, to the extent that such loans are a part of and in 
accordance with the terms of programs certified to GSA by the Director of the 
Office of Defense Mobilization (now OCDM). (Defense Mobilization Order No, 
1-7.) 

4. Installing additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the U.S. Government, 
and installing Government-owned equipment in privately owned plants, factories, 
and other industrial facilities. 

5. Encouraging the development and mining of strategic and critical metals 


and minerals in carrying out any program certified to GSA by the Director of 


the Office of Defense Mobilization (now OCDM). (Interior Defense Delega- 
tion 1.) 


SUMMARY OF MOBILIZATION PROGRAMS 


Mobilization readiness planning 


GSA established regional boundaries for civil-defense purposes and national 


emergencies to conform with the regional pattern of the Office of Civil and 
Defense Mobilization. 


Continuity of Government 


Programs for assuring continuity of essential functions in an attack situation 
were advanced during the year. The GSA unit of the national defense executive 


reserve was established and a training program was initiated for the reservists 
selected. 

The communications corps was strengthened by the hiring of employees in the 
vicinity of the relocation site for the central office. A minimum communications 
capability will be assured in the event central-office members of the corps are 
unable to reach the site in an emergency. 

Telecommunications 


During the year 65 duplex circuits were installed to connect agency relocation 
sites with the relocated relay centers. These circuits render service to approxi- 
mately 100 relocated agency activities. 

One additional relocated relay center, Philadelphia B, was added and two 


existing relocated relay centers, Seattle B and Hastern Switching Center B, were 
increased in capacity. , 


Preservation of essential records 


Two activities relating specifically to preservation of essential records are 
administered by the GSA National Archives and Records Service: (1) Selection 
and protection of vital records, and (2) maintenance of a permanent Emergency 
Federal Register and Hmergency Code of Federal Regulations. 

Vital records.—The purpose of this program is to permit continuity of Govern. 
ment and other activities necessary in time of emergency. At the request of 
ODM (now OCDM), GSA has established standards and furnished staff work 
on the selection and protection of vital records, published a handbook for the 
use of egencies in developing and operating vital records programs, and estab- 
lished a depository suitable for the storage of indispensable records. 

Each Federal agency has developed and maintained a program for the protec- 
tion of vital records to assure that such records will be available at the time and 
place they are needed. The program has been integrated with other emergen 
and relocation programs so that (1) agencies are operating continuing widataien 
for selecting, shipping, storing, and keeping current the records needed in emer- 
gency operations, (2) coordination and review are carried out by GSA and 
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reported on to OCDM, and (3) periodic review of uses made of the records 
during Operations Alert have kept the program current. 

The National Archives and Records Service has regularly furnished to agen- 
cies during the past years technical assistance in the vital records program. It 
also has assisted agencies in the evaluation of their programs for the protection 
of vital records and has participated in departmental and field conferences and 
meetings on related subjects. During the past year GSA has begun the opera- 
tion of an underground vital records depository designed especially for the 
security storage of indispensable records. Four agencies are now using this 
facility and others have indicated their desire to do so. 

In addition to the strengthening of the present programs for the protection 
of vital headquarters records, it is planned to extend the program to the field 
with appropriate instructions on vital functions and records, and the develop- 
ment of a reporting system. An improved reporting form for headquarters 
records is also planned. A review of the protection being given by agencies to 
personnel records will be made as part of the work of the Committee on Pay and 
Personnel Records. 

Emergency Federal Register and Code of Federal Regulations.—The President 
is authorized by the Federal Register Act (70 Stat. 387; 44 U.S.C. 305(c)) to 
suspend publication of the Federal Register during an emergency period and is 
required thereupon to establish an alternate system or systems for promulgating, 
filing, or publishing executive agency documents. Two alternate systems have 
been proposed, and one has been approved. Many standby Presidential Execu- 
tive orders and proclamations have been prepositioned with the Emergency 
Federal Register office, but few emergency documents have been submitted by 
the executive agencies. 

The compilation and printing of the Exercise Emergency Federal Register for 
use during Operation Alert, 1959, brought together the up-to-date texts of agency 
emergency documents and the Presidential material. Thus the 1959 Exercise 
EFR virtually constitutes a temporary Code of Emergency Federal Regulations. 

It is planned to use the documents published in the 1959 Exercise EFR, to- 
gether with certain prepositioned material, as the basis for a continuing code 
of Emergency Federal Regulations. Copies of the CEFR at relocation sites of 
the respective agencies would be prepositioned, and the CEFR would be kept 
up to date by issuance of supplements containing current amendments and 
additions. 


GSA support to OCDM emergency supplies and equipment program 


GSA continued to provide OCDM with direct management and operational 
support in the storage, warehousing, and maintenance of medical, engineering, 
and radiological supplies. A memorandum of agreement dated February 7, 1956, 
established functional responsibilities for this program. Under the agreement 
terms, GSA is responsible for (1) procuring warehouse space in Government- 
owned facilities or by lease: (2) assuming custody of stockpiles of medical, 
engineering, and radiological supplies; (3) providing care and protection to 
these stockpiles; (4) servicing and maintaining medical and engineering stock- 
piles in ready condition at all times; and (5) providing necessary staff and 
equipment to operate warehouse depot facilities. 

As of August 15, 1959, GSA operated 22 depot facilities for OCDM with a 
combined inventory of about $100 million worth of supplies and equipment in 
2,250,000 square feet of space. Since the end of June 1958, two depots in 
commercially leased properties had been deactivated and consolidated with 
existing depots in Government-owned facilities. The inventory of medical, en- 
gineering, and radiological supplies was about $2 million higher than a year ago. 
The moderate rise, in dollar value, however, does not reflect the full GSA work- 
load in operating the OCDM depot facilities. The inventory fluctuates con- 
stantly through in-and-out shipments of radiological instruments and receipt. 
assembly, and shipment of components of 200-bed emergency hospital units. 
During the past year radiological instruments were assembled into kits for 
shipment to 3.000 high schools for training science students. In addition, 400 
complete hospital units were assembled and shipped to prepositioning sites. 

Under the OCDM program for prepositioning medical supplies and equipment 
for immediate use in event of enemy attack or major natural disaster, 200-bed 
hospital units are stored at local communities under control of local civil-defense 
officials. In accordance with OCDM agreements with the several States, respon- 
sibility for care and maintenance was to be assumed by each State. These units 
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require periodic servicing to assure usefulness at any moment. OCDM officials 
determined that State maintenance programs were inadequate or nonexistent. 
Consequently, many hospital units were potentially unusable because of deteri- 
oration of the generator components which are designed to supply emergency 
electric power for hospital equipment and lighting systems. OCDM requested 
that GSA undertake a program for inspection and reconditioning of selected 
hospital units. For this purpose, special portable equipment was designed, and 
mobile maintenance crews were organized from GSA-OCDM warehouse em- 
ployees. These crews visited 163 communities in 21 States, inspecting the site, 
storage conditions, and readiness potential of each hospital unit, 

The generators were unpacked, tested, reconditioned to the extent necessary, 
and repacked in sealed containers to provide moisture-free, long-term storage. 
To simplify local inspection, visible cards impregnated with chemicals reacting 
to moisture by color change, were incorporated into each repacked container. 
Approximately 10 percent of the units inspected will require reshipment to a 
GSA-OCDM warehouse for major overhaul. 

Another major activity was the reprocessing of outdated dried blood plasma. 
Almost 700,000 units of blood plasma were shipped to laboratories for conversion 
to liquid serum albumin, which will be returned from the laboratories starting 
in October. Unlike the dry form, the liquid serum will require refrigeration, 
and an additional 17,000 cubic feet of refrigeration space will be needed. 

Participation and support of the special depot programs have been financed by 
an annual advance of funds from OCDM. For fiscal year 1959, GSA was ad- 
vanced $2.2 million for emergency supplies and equipment stockpile operations. 
A similar amount is to be provided by OCDM for fiscal year 1960. 


PRODUCTION PROGRAMS 
National stockpile 

The stockpile was established to provide strategic and critical materials to 
meet essential requirements in time of national emergency. GSA acquires 
materials for the stockpile and is responsible for the storage and maintenance 
of stockpile inventories under directives and policy determinations of OCDM. 
At the end of June 1959 the list of strategic and critical materials covered 73 
metals, minerals, ores, and agricultural commodities. Early in July, 2 materials 
were restored to the list, bringing the total to 75. 

The basic and maximum objectives for these materials are established by 
OCDM to provide for a 3-year emergency period. The basic objectives assume 
overseas imports factored to reflect estimated supply risks, but in calculating 
the maximum objectives supplies are limited to North American or equally 
accessible sources. 

Purchase, storage, and contractual obligations relating to materials —The in- 
ventory of strategic and critical materials on June 30, 1959, consisted of $8,296.6 
million worth of materials, at acquisition cost, including the national stockpile 
($6,.216.2 million), Defense Production Act ($1,368.2 million), supplemental 
stockpile ($604.2 million), CCC barter program ($98.5 million), and Federal 
Facilities Corporation ($9.5 million) inventories, Obligations for the strategic 
and critical materials stockpile program and a summary of availability of funds, 
are shown in the tables below. 


Obligations for the strategic and critical materials stockpile program, fiscal year 
1959 and cumulative through June 30, 1959 


{In thousands] 


Fiscal vear | Cumulative 
1959 through June 


, 


Materials acquisition ‘ 443, 1 
Rotation. + Oe er 


608, 307 

172, 103 

Administrative and operating. - -...5...- 2.2.22 ene wees ee nn neon neue 39, 934 
Warehouse, construction 43,773 


6, 307, 250 
541, 218 


38, 711 5, 766, 041 


i 
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Summary of availability of funds, as of June 30, 1959 
[In thousands] 
Item: Amount 
Public Law 117 (76th Cong.) $70, 000 
Pub Law 620 (70th Cote.) ee ee ee Ls 5, 804, 412 


Total available 5, 874, 412 
Net obligations 5, 766, 041 


Unobligated balance 108, 371 


Materials expansion 


The programs certified by OCDM to GSA for administration under the Defense 
Production Act have been undertaken to encourage the expansion of productive 
capacity and supply of materials. Included are (1) expansion contracts to 
increase the mining and/or refining capacity for materials such as aluminum, 
copper, fluorspar, lead, molybdenum, nickel, and titanium; (2) research con- 
tracts for the development of new or improved processes to produce material 
more economically or efliciently and for the development of new sources of 
Supply including substitute or synthetic materials; (3) domestic purchase pro- 
grams to enccurage expansion of domestic production of materials by small 
producers; and (4) operation of the Government-owned plant in Oriente Prov- 
ince, Cuba, for the production of Nicaro nickel. 

EHaepansion programs certified to GSA by OCDM.—Metals, minerals, and ma- 
chine tool programs certified to GSA totaled $7,646.9 million in gross transac- 
tions as of June 30, 1959. The “Report on Borrowing Authority,” prepared 
pursuant to section 304(b) of the Defense Production Act, as amended, presents 
in detail the working capital and probable ultimate net cost (PUNC) certifica- 
tions for these programs. 

GSA received no new program certifications during fiscal year 1959 nor any 
substantive changes in existing programs. A number of changes were made 
in the borrowing authority provisions of existing program certificates to reflect 
the changing economic situation for individual commodity programs. Estimates 
of borrowing authority requirements increased significantly for aluminum, baux- 
ite, cobalt, metallurgical manganese, mica, and nickel. An increase in borrow- 
ing authority requirements was necessary also to cover custodial, Treasury 
interest, and administrative expenses for the ensuing fiscal year. The estimate 
of borrowing authority required for the copper program was reduced substan- 
tially. 

Income and expense under the Defense Production Act.—Operations of GSA 
under section 303 of the Defense Production Act of 1950, as amended, resulted 
in a net loss of $51 million from all activities during fiscal year 1959, compared 
with $33 million loss the previous year. 


Machine tools 


A reserve of machine tools and industrial manufacturing equipment is main- 
tained under the National Industrial Reserve Act of 1948. This reserve is to 
supply essential needs of the Armed Forces and defense-supporting industries. 

Programs to assure an adequate supply of machine tools to effect rapid in- 
dustrial mobilization in an emergency are also administered by GSA, as certified 
by the OCDM, under the Defense Production Act. 


SUMMARY OF THE EFFECTIVENESS OF THE PROGRAMS 


National stockpile 


Strategic stockpile reserves of the 73 materials on the stockpiling list as of 
June 30, 1959, substantially equaled or exceeded maximum objectives for 50 
materials and basic objectives for 13 additional materials. 

During the year, stockpile procurement was limited to amosite asbestos, 
small diamond dies, jewel bearings, and muscovite block and film mica. By 
the end of the year, purchases of block and film mica were curtailed because of 
revised objectives. On July 1, all importers having stockpile contracts for 
foreign mica were notified that no extensions of delivery periods would be 
granted. Contracts were entered into for the upgrading of Government-owned 
materials in the stockpile to the higher-use forms of oxygen-free copper, tungsten 
earbide powder, ferrovanadium, molybdic oxide, and ferromolybdenum. These 
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readily usable forms will be returned to the strategic stockpile when processing 
has been accomplished. 

In line with reduced stockpile requirements in fiscal year 1959, GSA lowered 
the Government’s exposure in the amount of $2.6 million by cancellation of 
existing stockpile contracts. These cancellations and others in fiscal year 1958 
brought the Government’s exposure down by $45.6 million in 2 years. 


Materials expansion 


Expansion contracts executed by GSA in accordance with programs certified 
by OCDM have effected substantial production increases necessary to meet 
expansion goals. As a result of such contracts, expanded productive capacity 
will be available during an emergency for the production of such major metals 
as aluminum, copper, molybdenum, nickel, and titanium. 

Research contracts, with other Government agencies and private research 
organizations, which GSA has administered, have covered such materials as 
manganese, natural and synthetic mica, nickel, selenium, and titanium. The 
National Bureau of Standards, under its contract with GSA, has established 
standards for titanium sponge and some alloys. The Bureau of Mines, under 
another research contract for electrorefining of titanium, has produced material 
with an average Brinell hardness of 80. The National Research Corp. has 
completed the construction of an explosion-proof skull type furnace for melting 
titanium and for scrap recovery and preliminary test runs have been started. 
The synthetic mica research program continues with three contracts with private 
concerns and two with other Government agencies still in effect. The National 
Bureau of Standards is developing basic data on the bonding forces in mica 
which may have an important bearing in the rebonding of synthetic mica flakes. 
The other four contractors are working on production of bonded and recrystal- 
lized sheets. 

Program goals have been met for the domestic purchase programs for asbestos; 
columbium-tantalum; manganese at Butte-Philipsburg (Mont.), Deming (N. 
Mex.), and Wenden( Ariz.) ; mercury; and tungsten. At the end of the fiscal 
year, the beryl, carlot manganese, and mica programs remained open. The mer- 
cury program was completed in December 1958 and the domestic carlot manga- 
nese program which reached its quantity limitation on August 5, 1959, was termi- 
nated on that date. 

Because of the revised determination of stockpile requirements, all importers 
holding long-term DPA contracts for foreign mica were notified in July that these 
contracts, which were scheduled to expire June 30, 1962, will be terminated 
effective June 30, 1960. 

In fiscal year 1959, the Government’s exposure under Defense Production Act 
contracts has been reduced in the amount of $25.( million, for a total of $252.9 
mnillion in 2 years. 

Foreclosure action.—The foreclosure sale of the Mid-Continent Mining Corp. 
was confirmed and the assets of same were sold under execution issued by the 
U.S. district court, Western District of Missouri, to satisfy the judgment in favor 
of the Government foreclosing the Government’s mortgage. Net recovery by GSA 
as a result of the foreclosure was $43,901.88. 


Machine tools 


Machine tools in the national industrial equipment reserve made a significant 
contribution to defense-supporting producers during the Korean emergency. 
Since that time, the reserve has been strengthened both in quality and number 
of items. 

The Defense Production Act pool order and tool lease programs undertaken 
during the Korean emergency to increase the production of machine tools were 
successful to the extent that annual production increased from $350 million to 
$1,250 million. 

A lack of facilities for the production of extremely large machine tools has 
hampered previous defense efforts. The elephant machine tool program currently 
in force now assures an availability of such facilities for a 10-year period. 

A standby pool order program guarantees that there will be no lack in pro- 
duction expansion should another emergency require it. M-day machine tool pro- 
gram which OCDM has certified to GSA is a standby program under the Defense 
Production Act to make possible immediate use of machine tool productive 
capacity in the event of an emergency. At the end of fiscal year 1959, a total of 
84 contracts for 14,675 items costing $220 million had been accepted by the 
Government. There will be no actual production, advances or expenditures 
under this program until the Government notifies producers. 
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Recently OCDM, at the recommendation of GSA, authorized the declaring ex- 
cess of all idle machine tools acquired under the various Defense Production Act 
programs. This action was taken with the expectation that a substantial number 
of the excess tools will be selected for current military production or inclusion 
in the national industrial equipment reserve. A considerable portion of the re- 
mainder is expected to be selected by educational institutions under the Depart- 
ment of Health, Education, and Welfare educational program. Present indica- 
tions are that only 160 of the approximately 700 items involved will be offered 
for sale as surplus property. This action assures the retention of items required 


for future emergencies as well as full utilization of those suitable for other 
programs. 


Operation of Government-owned plant 


The Nicaro nickel plant in Cuba during the past fiscal year operated at about 
two-thirds of full capacity and produced 35.7 million pounds of nickel plus cobalt 
in powder and sinter oxide forms. In the 7 years that this plant has been in 
continuous operation, a total of 240 million pounds has been produced and 197.5 
million pounds of this quantity has been sold to industry and the national stock- 
pile. At the end of the year, the remaining inventory represented an investment, 
at cost, of $21.9 million. 

Sales of Nicaro products for the year ending June 30, 1959, amounted to 29.4 
million pounds for about $20.5 million, as compared with sales of 20.8 million 
pounds for $14.8 million in fiscal year 1958. Nicaro’s profit on sales during the 
year amounted to $5.5 million, compared with $3.5 million in fiscal year 1958. 

Sales have fallen off substantially in both June and July, first as a result of 
the aiiticipation of a steel strike and later because of the actual strike. July 
sales amounted to only 10 percent of those made in preceding months. 

In December 1958 the Crum Lynne, Pa., refinery for the conversion of nickel 
oxide to metallic nickel was closed down due to the inability to sell nickel metal 
in competition with the plentiful supply of higher purity metallic nickel available 
at the same price. During its 214-year operation, the Crum Lynne plant pro- 
duced about 40 million pounds of metallic nickel pigs and ingots. 


Dispersal of facilities 


Determinations were received by GSA during the year on five facilities to be 
constructed and leased to the Government for air-route traffic centers that will 
be operated by the Civil Aeronautics Administration (now part of the Federal 
Aviation Agency). The Administrator of Civil Aeronautics certified that the 
traffic centers should be at dispersed locations as follows: 


Area: Site location 
IIGRT OOK, Pid s<ctcrkiiniscmcbiiinde Sayville, N.Y. 
Jacksonville, Fla Baldwin, Fla. 
Albuquerque, N. Mex North of Albuqnerque, outside the target area 
Cleveland, Ohio Oberlin, Ohio. 
Oakland, Calif Outside the target area. 


Protective construction.—At the request of OCDM a study was conducted by 
the GSA Public Buildings Service in its regional offices to determine the feasibil- 
ity of incorporating fallout shelter in existing buildings. One building in each 
region was evaluated and it was determined that it would be feasible from a 
structural standpoint to develop fallout shelter in such buildings. A complete 
report was made to OCDM. This report indicated a wide variation in estimated 
costs in the various buildings, and that in most cases the space selected for the 
study was occupied and in full use. 

The GSA initiated a contract for the development of tentative plans and speci- 
fications in sufficient detail to provide a cost estimate for a fully protected OCDM 
regional underground structure. 

A study for the conversion of garage space in the addition to the State De- 
partment building to fallout shelter was completed, and the results were for- 
warded to the State Department for appropriate decision. 

A program was initiated during the year for the preparation of alternative 
drawings for incorporation of fallout shelters in Federal buildings to be con- 
structed. This program is in accordance with policies established by OCDM 
in a letter dated February 4, 1959, to all departments and agencies. 

Self-protection.—_FCDA Advisory Bulletin 185 designated GSA to administer 
facility self-protection programs. with certain exceptions, in all federally owned 
or leased facilities. A handbook entilled “Building Organization for Self-Pro- 
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tection’”’ has been prepared for use by Federal agencies. The handbook outlines 
the steps for setting up building organizations to protect life and property from 
the effects of attack, fire, flood, earthquake, serious weather disturbances, or 
other major catastrophes, and to prevent or minimize injury and damage. The 
handbook will be published at an early date. 

Warning systems.—Upon request of OCDM, GSA completed the installation of 
the Washington, D.C., metropolitan area warning system and established a con- 
tract for the maintenance of the system. 


Financial assistance 


Government financial assistance has continued to be available to defense con- 
tractors. A summary of these programs relating to accelerated tax amortiza- 
tion, and to loans and advances administered by GSA, is noted below. 

Accelerated tax amortizatiex.—During the year no certificares of necessity for 
metals and minerals expansion programs (in connection with which GSA makes 
recommendations to OCDM) were issued by OCDM. 

Applications for amendments to tax amortization certificates were reviewed 
in light of performance to date on the various projects. Time extensions were 
recommended to OCDM in two cases. Scope amendments were recommended on 
seven other projects, indicating final total costs in excess of $240 million. 

Advances.—Advances for minerals and metals expansion were increased dur- 
ing the year by $18 million. However, there was no change in the total advances 
made for machine tool programs. Total advances for minerals and metals pro- 
grams and for machine tools totaled $214.9 million at the end of June 1958 and 
had increased to $227.9 million at the end of June 1959. 

Repayments by contractors of advances made to them totaled $214.4 million 
at the end of June 1959, compared with $191 million repaid through the end of 
June 1958, or an increase of $23.4 million for the year. The balance outstanding 


at the end of June 1959 was $8.4 million, compared with $21.9 million at the end 
of fiscal year 1958. 


Advances to contractors for minerals expansion projects and machine tools as of 
June 30, 1959 


Total Mineral Machine 
projects tools 


$227, 916, 702 | $174, 135, 000 $53, 781, 702 


214, 389,798 | 160,774, 182 53, 615, 616 
5, 117, 338 4, 951, 252 166, 
8, 409, 566 8, 409, 566 


, 


Government loans.—No new loans for materials expansion projects were made 
by either the Export-Import Bank of Washington or the Defense Lending Divi- 
sion, Department of the Treasury (formerly Reconstruction Finance Corporation), 
during fiscal year 1959 on the basis of certificates of essentiality from GSA. No 
certificate of essentiality was issued by GSA during the period for loans under a 
section 302 of the Defense Production Act. 

Guaranteed loans.—Under authority of section 301 of the Defense Production 
Act of 1950, as amended, GSA guarantees loans for contractors under minerals 
and machine tool programs. During the year there were no new GSA loan guar- 
antees. 

Five GSA loan guarantees were outstanding at the end of the 1959 fiscal year, 
under which borrowers could obtain up to $48.6 million. Loans outstanding 


totaled $43.4 million. GSA’s guarantee liability on the outstanding loans 
amounted to $41.3 million. 


CURRENT NEED FOR THE PROGRAMS 


Determination of the current need for mobilization programs is the responsi- 
bility of OCDM. The national stockpile continues to be a major element of 
our materials preparedness program. In accordance with a policy established 
by OCDM on June 30, 1958, stockpile planning now assumes a 3-year emergency 
rather than the previous 5-year period. OCDM continues its review of stock- 
pile objectives on this basis. 
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SUMMARY OF THE PROGRAMS AS RELATED TO SMALL BUSINESS 


GSA support to OCDM emergency supplics «nd equipment program 


GSA administers for OCDM a number of procurement contract for supplies 
and equipment under this civil defense program. The dollar volume of such 
contracts is heavily concentrated on radiological instruments. It is the policy of 
GSA in coordination with the Small Business Administration to channel, when- 


ever feasible, procurement of these instruments to small firms capable of meet- 
ing requirements. 


National stockpile 


Many of the materials acquired under the Stragetic and Critical Materials 
Stockpiling Act are purchased from small producers. Most of the participants 
under the domestic program for chrome ore and concentrates, which was estab- 
lished under the act, were small producers. 

Small firms participate to a great extent in the rotation programs for ma- 
terials such as rubber and cordage fiber. Contracts for related activities such 
as inspection, testing, and maintenance services are made with small business. 


i Aterials expansion 


Domestic minerals purchase programs.—The GSA purchase programs for ex- 
pansion of domestic production under the Defense Production Act have en- 
couraged participation by small producers. During the year under review these 
programs covered beryl, manganese, mercury, and mica, The mercury program 
closed in December 1958 and manganese was approaching its program limitation 
by the end of the fiscal year. Programs previously initiated and now completed 
covered asbestos, columbium-tantalum, and tungsten. 

The terms and conditions of these programs have been designed to attract 
and encourage participation of small business. The Government agrees to buy, 
over a definite period of time or for a stated total tonnage, at fixed prices 
generally above the market price, production offered which meet specifications. 
These programs have made it possible for many small producers, who otherwise 
would not be in production, to participate. 

In addition, a revision to the mica regulation has been issued during the past 
year which was designed to assist the small producers of mica and under which 
the pricing method is even more favorable to the miner than in the past. 

Independently owned metal fabricators.—In its contracts under the Defense 
Production Act for the expansion of production facilities for primary materials, 
GSA has made provision for mandatory allocation of a portion of the expanded 
aluminum production for distribution to nonintegrated or independently owned 
fabricators. Every effort has been made to assure small business a substantial 
share of such material. 

Machine tools.—Most manufacturers of machine tools are small business con- 
cerns. A number of programs under the Defense Production Act have been 
designed to stimulate this production so vital to defense production. These pro- 
grams have been administered by GSA. 


MAJOR PROBLEMS 


The problems confronting GSA are those of administering its several mobili- 
zation programs within the policies established and directives received from the 
responsible agency. 

Preservation of essential records.—The chief problem encountered is the lack 
of information on objectives of the vital records programs and the lack of 
specific agency criteria for the determination of vital functions. This is par- 
tieularly true in field activities where very little information is available. The 
directives outlining the vital records program need to be brought up to date. 

Prepositioned copies of the “Code of Emergency Federal Regulations” will be 
of little value unless they include all major orders and regulations necessary 
to the continuance of Government during a period of national disaster. 

National stockpile—aA continuing problem is the long-term maintenance and 
management of strategic and critical materials in the national stockpile and 
other inventories, as well as machine tools in the custody of GSA. 

Another problem area concerns the materials that are no longer required to 
meet stockpile objectives. During the past year GSA has been reviewing such 
materials, particularly those not meeting stockpile specifications. As a result, 
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OCDM has authorized the disposal of specific quantities of 41 materials totaling 
approximately 716,000 tons. 

Protective construction.—Lack of funds has precluded the carrying out of cer- 
tain desirable programs in the protective-construction activity as well as pro- 
viding protected working space at relocation sites. The absence of a clear de- 
finition of program for headquarters and regional relocation has to some extent 
hindered the development of clear-cut programs. 


SUMMARY OF STANDBY PROGRAMS FOR ANY FUTURE EMERGENCY 


M-day machine tool pool program.—This is a standby program certified to 
GSA by @CDM under the Defense Production Act. It would assure immediate 
use of machine tool productive capacity in the event of an emergency, to avoid 
the usual time lag in providing machine tools necessary to make end-use items. 

Inventories of materials and equipment.—aAll strategic and critical materials 
and industrial equipment in inventories in the custody of GSA are maintained 
so that they will be available for immediate military and essential civilian re- 
quirements in an emergency. In addition, GSA will be in a position to under- 
take purchase programs including preclusive buying of strategic and critical 
materials if an emergency should make it necessary. 


CHANGES IN ORGANIZATION 


Responsibility for direction of the Government-owned facility at Nicaro in 
Oriente Province, Cuba, was transferred from the Special Assistant to the Ad- 
ministrator, to the Commissioner, Defense Materials Service, on July 7, 1959. 
Accordingly, Delegation of Authority No. 336 published in the Federal Register 
of May 3, 1958 (23 F.R. 2996) was canceled. 


FUTURE OBJECTIVES 


The future objectives in administration of mobilization programs in GSA 
are for the most part determined by the policy guidance received from other 
Government agencies. With reference to the substantial inventories within 
GSA’s immediate control, the objectives are to direct intensive and coordinated 
efforts toward their efficient and economical maintenance and management. 
These inventories must be readily available for use in a national emergency. 
In addition, the conduct of purchase and other programs will be as authorized. 


Availability of funds for defense needs—Allocaticn, certification, and balance of 
borrowing authority available under the Defense Production Act as of June 30, 
1959 


{In thousands] 


Certification 
Balance 
available 


Under sec. 302: 
Department of the Treasury 
Export-Import Bank of Washington 


Subtotal 
Under sec. 303: 
GSA 


Department of the Treasury 
Department of the Interior 
Department of Agriculture 


Subtotal \ ; 1, 125, 991 
Total allocated . 1, 125, 99 
Unallocated by OCDM......-........---..-..- 3 


Total available for new programs.........|...- 


Total borrowing authority 
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Of the $2,100 million in total borrowing authority under the Defense Produc- 
tion Act, $2,099.7 million has been allocated by OCDM as of June 80, 1959, as 
shown in the table above. Of the total amount allocated $1,804 million has been 
allocated to GSA. Of the total allocation to GSA, all of it has been certified. 


Utilization of authority to borrow from U.S. Treasury as of June 30, 1959 


[In thousands] 


Transaction with U.S, Treasury 
Total Available 
Agency borrowing 
authority Balance 
allocation | Borrowed Repaid outstand- 
ing 


$1, 804,000 | $1,853, 700 $170, 000 | $1, 683, 700 
Department of the Treasury (RFC) 166, 600 276, 965 150, 650 
Export-Import Bank 25, 500 52, 952 

Department of Agriculture 67, 784 58, 807 

Department of the Interior 35, 800 

OCDM Reserve 316 





2,100,000 | 2,274, 424 324, 500 | 1, 949, 924 


MANNER IN WHICH GSA MOBILIZATION PROGRAMS FIT INTO A DEFENSE PLAN 


Mobilization programs administered by GSA were established as an integral 
part of the overall mobilization plans and are geared to immediate availability 
of materials, industrial equipment, and productive facilities in event of a national 
emergency. With the exception of the National Industrial Reserve, which is 
administered in accordance with determinations of the Secretary of Defense, 


GSA mobilization programs are carried out under Pxecutive orders and under 
directives from OCDM. 


DEFENSE DEPARTMENT 


ASSISTANT SECRETARY OF DEFENSE, 


Washington, D.C., September 24, 1959. 
Hon. Pavut Brown, 


Chairman, Joint Committee on Defense Production, 
Congress of the United States. 


DearR Mr. CHarRMAN: As requested in your letter of August 10, 1959, addressed 
to the Honorable Neil H. McElroy, there is inclosed herewith a summary of the 
activities of the Department of Defense during the period September 1, 1958, 
through August 31, 1959, under the Defense Production Act of 1950, as amended. 

Sincerely yours, 
J. P. Fatvey, 
Deputy Assistant Secretary of Defense (Supply and Logistics). 


ACTIVITIES OF DEPARTMENT 


Activities of the Department of Defense which are related to the provisions of 
the Defense Production Act of 1950, as amended, included the following, during 
the year ending August 31, 1959: 

Priorities and allocations. 
Expansion of production capacity and supply: 

(a) Certificates of necessity. 

(bv) Guaranteed loans. 

(c) Improvement of existing production capacity. 
Assistance to small business firms. 
Assistance in labor surplus areas. 
Industry integration committee operations. 
Industrial dispersion programs. 


National mobilization program planning and mobilization material require- 
ments. 
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PRIORITIES AND ALLOCATIONS 


Authority.—The authority for the Department of Defense participation under 
title I of the Defense Production Act of 1950, as amended, stems from Executive 
Order 10480 and the issuance of delegation 1 by the Business and Defense Serv- 
ices Administration, which authorizes the Department of Defense to partici- 
pate in the national priorities and allocations program in conformance with 
orders and regulations issued by the Business and Defense Services Adminis- 
tration. The Secretary of Defense, under revised Department of Defense Direc- 
tive 4405.6, August 20, 1954, has delegated the priorities and allocations authority 
to the Assistant Secretary of Defense (Supply and Logistics) and the appropri- 
ate operational authority has been redelegated to the military departments and 
associated agencies. 

Summary of activities.—Uniform policies relating to priorities and allocations 
matters within the DOD are developed by the Office of the Assistant Secretary of 
Defense (Supply and Logistics) and these policies, together with guidance and 
detailed instructions to all operating elements and associated agencies are dis- 
seminated through the DOD Priorities and Allocations Manual. Continuing 
liason is maintained with the civilian control agencies, Office of Civil and Defense 
Mobilization, and Business and Defense Services Administraton, for the purpose 
of recommending actions, participating in development and clearance of orders 
and regulations, and cooperating in the preparation and implementation of poli- 
cies relating to requirements, production and distribution for approved military 
programs. Among the policies and procedures issued this year were those to 
implement: (1) the delegating of rating and allotment authority to NASA and 
FAA for selected programs; (2) the processing of requests for top national 
priority; (3) The expansion of the superindustrial priority program rating, 
established by BDSA as directed by OCDM, to give preference to deliveries in 
support of DOD and NASA contracts for space programs, in addition to 
ICBM/IRBM and the antiballistic missile weapon system including related early 
warning; (4) special assistance for urgent DOD programs during the current 
steel strike; and (5) the use of priorities and allocations in accordance with 
OCDM national plan for civil defense and defense mobilization, together with its 
annexes which are designed to capitalize on available production as soon as 
possible in the event of war. 

The Supply and Logistics staff acts as the claimant agency for all elements of 
the Department of Defense and associated agencies under approved procurement 
programs. Activities include (1) issuing periodic requirements calls; (2) re- 
viewing and consolidating requirements for submission to OCDM; (3) support- 
ing the requirements before committees of OCDM when required; (4) receiving 
and distributing materials allocations; (5) preparing appeals for additional ma- 
terials; and (6) arranging for transfers, adjustments and returns of materials. 

Priorities and allocations functions performed by the Supply and Logistics 
staff are designed to keep current military production, construction and research 
and development programs on schedule and to maintain the national priorities 
system as a mobilization readiness measure. These functions include: (1) re- 
delegating authority to the military departments and associated agencies; (2) 
preparing and issuing uniform policies and procedures to govern the use of this 
authority within the Department of Defense; (3) recommending special actions 
to expedite deliveries to fulfill defense orders; (4) resolving production and 
distribution conflicts within the Department of Defense; (5) maintaining con- 
solidated controlled materials accounting controls; (6) recommending simplified 
procedures ; and (7) participating with OCDM and BDSA in developing standby 
priorities and allocations systems for mobilization readiness. 

The military departments continued to perform various activities in support 
of the priorities and allocations program to assure the fulfillment of military 
procurement programs and to provide for ready identification of military orders. 
These activities include: (1) assigning DO or DX preference ratings to military 
eontracts and orders; (2) preparation of departmental statements of require- 
ments; (3) authorizing production schedules and making controlled materials 
allotments; (4) administering special distribution controls; (5) obtaining special 
priorities assistance for individual DOD contractors experiencing production 
difficulties ; (6) auditing operations of DOD military establishments and selected 
contractors for compliance with instructions and regulations; and (7) collaborat- 
ing in the simplification of current and standby operating procedures, 

Program effectiveness.—The priorities and allocations program continued its 
effectiveness in establishing and maintaining prz-ferential treatment for the ac- 
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ceptance of defense orders; and provided adequate allocations of controlled 
materials for their fulfillment. In general, problems requiring assistance because 
of material shortages or difficulties were resolved more expeditiously as a result 
of the procedures in use. The program has been used effectively for current 
defense procurement and mobilization planning by the following: (1) production 
reserves (set-asides) were maintained for the acceptance of authorized controlled 
materials orders; (2) the DOD Priorities and Allocations Manual was main- 
tained to provide uniform guidance to all agencies of the Department of Defense 
in the discharge of DOD responsibilities; (3) current DMS regulations have 
been redone by an interagency group into one simplified regulation which is ready 
for issuance by BDSA. This regulation greatly reduces the workload in industry 
but still retains the essential elements consistent with national policy which 
would insure industrial support of military programs in the event of full mobi- 
lization, and with modifications, would be used in the event of attack on the 
United States; (4) priorities support to cover materials for maintenance, repair 
and operating supplies and for installation of production equipment, was con- 
tinued, but only for defense contractors; (5) certain electronic component and 
test equipment schedules were reviewed by DOD prior to issuance of delivery 
directives by BDSA to assure preference to defense orders; (6) an alphabetical 
and numerical preference list was maintained to assist industry and Govern- 
ment in scheduling orders for machine tools for most urgent military production; 
(7) implementation of the DOD urgencies system was continued, and the DOD 
mobilization master urgency list (M—MUL) for fiscal year 1959 was issued in 
September 1958. This list contains the minimum quantities of the most essen- 
tial end items required from production to carry out assigned objectives under 
mobilization conditions for specific alternative conditions. The DOD master 
urgency list of the most important currently procured items and projects was 
also revised and reissued on April 7, 1959, and four supplemental changes have 
been made to provide continuing and up-to-date guidance; (8) work was con- 
tinued with civilian agencies to simplify priorities and allocations procedures, 
and to adapt them for use under full mobilization. 

During the year ending August 31, 1959, 1,745 cases requesting special as- 
sistance to obtain materials, components, end items, and production equipment 
to fulfill military contracts were processed. The assistance that has been given 
in the past year has supported the DOD approved programs. 

DOD requirements for controlled materials were computed each quarter. The 
general magnitude of the requirements remained about level through the year. 
It was necessary to revise the instructions for computing these data because of 
changes anticipated in the definitions of certain controlled materials under the 
amended DMS Reg 1. 


EXPANSION OF PRODUCTION CAPACITY AND SUPPLY 


(a) Certificates of necessity 

Authority.—The Department of Defense participates in the accelerated amorti- 
zation program by reviewing and making recommendations on applications for 
certificates of necessity which involve expansion of industrial capacity regarded 
by OCDM as being important in the support of the DOD program. The authority 
for this activity is contained in Executive Order 10480, section 168 of the Internal 
Revenue Code of 1954, as amended, and OCDM Regulation 1B. This activity 
supplements title III of the Defense Production Act, as amended. 

Summary of activities—Applications for tax amortization show a balance on 
hand in the Department of Defense of 93 as of August 31, 1959. During the 
period September 1, 1958, through August 31, 1959, OCDM referred 216 applica- 
tions for necessity certificates to the Department of Defense for comments and 
recommendations. There were no cases on which waiver of dispersion criteria 
was recommended. The Department of Defense furnished comments and recom- 
mendations on 289 cases during the same period. 

Program effectiveness—While the volume of cases has not been particularly 
large under the restricted criteria of the OCDM Regulation 1B, the certificates 
issued have generally been related to the most important of the defense programs 
and have been principally research, development and test related. OCDM re 
ported issuance of 130 certificates valued at $108,358,000 during the fiscal year 
1959. The Department of Defense recommended extension of the rapid tax 
amortization provisions beyond December 31, 1959 expiration date. 
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(b) Guaranteed loans 


Authority—The Department of Defense participates in the guaranteed loans 
program under title III of the Defense Production Act of 1950, as amended, and 
authority delegated to the Department under Executive Order 10480. 


Summary of activities, year ending July 31, 1959 


[Amount in millions] 


Status of application Number Amount of | Amount of 
loan guarantee 


Pending as of July 31, 1958 $9 
Received 13 
Authorized ! 136 
Declined ‘ 1 
Pending as of July 31, 1959 4 


2 
9 
3 
0 
8 


Applications authorized, year ending July 31, 1959 


Size of loan 
Total 


$50,000 and under 
$50,001 to $100,000 
$100,001 to $300,000 
$300,001 to $500,000 
500,001 to $1,000,000 
$1,000,001 to $2,500,000 
$2,500,001 to $5,000,000 
$5,000,001 to $10,000,000 
$10,000,001 to $15,000,000. 
$15,000,001 to $50,000,000 
(c) Utilization and improvement of existing production capacity 

Authority—Department of Defense activities related to title III of the De- 
fense Production Act of 1950, as amended, also include development and use of 
methods and procedures to utilize and improve existing production capacity. 

Summary of activities: Machine tools—The annual alphabetical and numeri- 
cal preference list of Department of Defense contractors was maintained. The 
list, together with the interim changes, provides a means of channeling distri- 
bution of new metalworking equipment to producers of the most urgent military 
items in accordance with provisions of BDSA order M-—41, as amended. Spe- 
cific contractors (with contract numbers indicated) are arranged both numer- 
ically and alphabetically on the list which is issued jointly by Department of 
Defense and the Business and Defense Services Administration to several hun- 
dred machine tool builders as a guide in scheduling deliveries. The Department 
of Defense continued its participation with Business and Defense Services Ad- 
ministration to obtain production equipment by directive and diversion action 
in order to expedite production of high-urgency military production and con- 
struction programs. 

Redistribution of idle DOD production equipment.—The production equipment 
redistribution group (PERG) maintains a central and current listing of idle 
military-owned and controlled machine tools and certain other items of re- 
lated production equipment reported to the group by the Departments of the 
Army, Navy, and Air Force. Similarly, the General Services Administration 
also reports to PERG the same classes of items which have been selected pre- 
viously by the Office of the Assistant Secretary of Defense (Supply and Logis- 
tics from the Armed Forces Supply Support Center excess property listings 
and which comprise the national industrial equipment reserve (NIER). 

In addition to its providing a nucleus of operable metalworking machinery 
for immediate use at mobilization, this equipment may be allocated and redis- 
tributed to qualified users currently engaged in either direct military or de- 
fense-supporting production under criteria established for that purpose. Dur- 
ing the period beginning September 1, 1958, through August 31, 1959, more than 
6,200 items from this inventory were supplied to equipment users in these cate- 
gories. At the close of this reporting period, the quantity of idle production 
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equipment listed in the production equipment redistribution inventory (PERI) 
amounted to approximately 85,000 items. 

Inspection of machine tool storage sites—The inspection of production equip- 
ment activities at the various military and NIER storage sites is a continuing 
programi. Its purpose is (1) to check the adequacy and accuracy of inventory 
records, (2) to determine the degree of compliance with current DOD policies, 
directives, and instructions dealing with this subject, and (3) to ascertain the 
extent and efficiency of machine-tool maintenance. On the basis of the installa- 
tions visited, it was noted that generally conditions were either satisfactory or 
had shown marked improvement. In a few instances involving discrepancies 
in records or when maintenance standards or other conditions were not satis- 
factory, the military departments were advised accordingly and action was taken 
to correct the conditions completely or at least to the extent of funds available. 
In general, however, records and machine-tool maintenance were found to be very 
good. 

Uniform property management records.—In order to make possible a single 
property manager in plants where two or more military departments have con- 
tracts, it is considered necessary to utilize, by all three military departments, a 
single and uniform property record form. The subcommittee of the Armed 
Forces Procurement Committee on Single Property Management directed that 
a task group be established to develop a format for this purpose. The major 
portion of the property involved is production equipment. The achievement of 
this objective was divided into the following chronological approach: 

1. A review of all existing property management record forms and the 
eonsolidation of their essential features into a single list of entries. 

2. The adaptation of a form both to contain these entries and which would 
be suitable for use in connection with electrical accounting machines as 
well as automatic data processing machines. 

3. The development of uniform written procedures for the completion 
and use of new form. 

In May 1959, the task group met for the first time at the Army Production 
Equipment Agency at Rock Island, Ill. All property management forms pres- 
ently in use were reviewed and agreement was reached concerning what items 
were to be included in the new form. In June, the task group met again, in 
Washington, at which time a preliminary layout of the form was agreed upon. 
Certain revisions were made as a result of consultations with specialists in 
mechanical or electronic data processing. A third meeting was held at Rock 
Island Arsenal where tentative agreement was reached concerning both content 
and format of the record form. Instructions for their application and use have 
been written and at the present time are being coordinated with the three mili- 
tary departments. Subsequently, it is planned that this matter will be in- 
corporated int othe armed services procurement regulation. 

Tools for schools program.—For quite some time in the past, there has been 
considerable interest shown concerning the desirability of utilizing idle Govern- 
ment-owned machine tools in vocational and industrial training institutions. 
The assumption was that such a program would create a source of technically 
trained personnel to meet current industry needs. This would have a beneficial 
effect upon those local economies where shortages exist for people possessing 
these talents and skills. Moreover, and perhaps even to a greater degree, was 
the consideration that a program of this nature would be of national benefit 
in that it would provide a nucleus and reserve of manpower trained in up-to-date 
machine shop practices which would be available immediately in time of mobi- 
lization or other critical national emergency involving the safety and defense of 
the United States of America. 

Public Law 883, enacted during the 80th Congress, stipulates, among other 
things, that in the interest of national security, the Secretary of Defense may 
authorize and regulate the lending of property in the NIER to any nonprofit 
educational institution or training school when he has determined (1) that the 
program for which the equipment is required will contribute materially to the 
national defense, and (2) that the institution or school agrees to both maintain 
the equipment in a manner satisfactory to the Secretary and will, upon demand, 
return it to the Government without cost to the Government. 

The first application for such a loan, under this provision of the law, was 
received by the Department of Defense in October 1958 and was submitted by 
the North Carolina State Board of Education in behalf of the Winston-Salem 
Forsyth County Industrial Education Center. The purpose of this loan was to 
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equip this educational center, in its entirety, with the machine tools necessary 
for its training curriculum. Actually, at that time, this educational center was 
more or less in the planning stage although the plans were firm and construction 
of the facilities imminent. The Governor of North Carolina and also representa- 
tives of industry in that State supported this request for the loan of NIER 
equipment. In addition, several Federal agencies in Washington lent their 
support to this program and urged the approval of the request. 

After a thorough study, the North Carolina request was approved and it 
was determined that the necessary equipment would be loaned to the Winston- 
Salem Forsyth County Industrial Bducation Center. 

At this writing, the construction of the facilities at this educational center 
is nearing completion and the negotiations with respect to the loan agreement 
between GSA, the custodial agency for the NIER, and the educational center 
have been consummated. The North Carolina representatives have selected the 
machine tools necessary to equip their facility and as soon as it is completed, 
shipment of the tools will be accomplished. 

Some of the benefits which will accrue as a result of this loan are (1) the 
development of technically trained individuals whose services can be utilized 
readily by those technical industries already located in the area and which are 
engaged in defense work, (2) a reserve of skilled labor familiar with modern 
machine shop practices which would be of unlimited value in the event of mobi- 
lization, (3) the retention of a reserve of Government-owned machine tools and 
related production equipment on a dispersed basis, thereby minimizing heavy 
concentrations of such items at strategically vulnerable points, and (4) a saving 
to the Government of processing, storage, and maintenance costs since under 
the terms of this loan, the borrower of the equipment will bear these expenses. 

Since this is the first such loan to be considered under this legislation periodic 
inspections by DOD representatives will be made to assure proper equipment 
utilization and the program as a whole will be studied to measure carefully the 
benefits to national defense before other approvals of other similar requests are 
granted. 

Component capacity——The OCDM-sponsored interagency program for resuire- 
ments versus capacity study of 65 component areas was formally discontinued 
since the military requirements, under the new planning concept, were reduced 
to such an extent that most of the shortages, or indicated shortages, disappeared. 
There are six remaining areas where deficiencies were uncovered which still 
warrant surveillance. Three of these are ship components, and final resolution 
depends on the recomputation of requirements by the Maritime Administration. 

The Department of Defense continues to maintain surveillance to assure that 
developing capacity problems for specific components are identified at the earliest 
possible stage. They are studied on an informal basis by staff of the agencies 
concerned, under the guidance of OCDM. Steps are being taken to conclude the 
studies already initiated, as data becomes available on which to base revised 
requirements. For example. in the case of jewel bearings, the Department of 
Commerce (BDSA) is obtaining specific data on bearing usage which can be 
related by the military departments to end item schedules in estimating require- 
ments for a limited or general war. 

The Department of Defense has issued military standards for instrument 
jewel bearings. It is intended that all future military procurement of items 
containing jewel bearings will specify that such bearings will conform to mill- 
tary standards. In view of this, OCDM revised its stockpile objective to acquire 
jewel bearings to conform to the standards. Production of these bearings at 
the Rolla facility for the stockpile will be diverted as necessary to fill current 
purchase orders extended by military contractors. This, in effect, will provide 
the Rolla facility with off-the-shelf inventories to meet military contractors’ 
demands; will maintain current production capabilities on the most important 
bearings; and will reduce deliveries to the national stockpile. 

Based on a forecast of military production demands on the transistor manu- 
facturing industry, it appeared likely that the expected supply would fall seri- 
ously short of demand in 1960, 1961, and 1962. 

In an effort to prevent this shortage from occurring, the Office of the Assistant 
Secretary of Defense (Supply and Logistics), in cooperation with BDSA, con- 
ducted a study to determine the specific types and quantities of transistors that 
will be needed for the most vital military weapons production. 

During the course of the study, the production plan for the Nike-Zeus was 
postponed. The result was a significant reduction in the expected military tran- 
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sistors requirement. The study was completed and indicated that the current 
trend of expansion in the transistors industry, which is taking place without 
Government assistance, should be adequate to meet essential military demands 
during 1960, 1961, and 1962. 

Planning with industry—DOD Instruction 4005.15 was issued on July 14, 
1959. This instruction abolishes the production allocation program which had 
been in effect since March 1950, and establishes the industrial readiness planning 
program in its place. Under the new program, the military departments are 
provided with a variety of planning systems which are suited to the various 
categories of items for which planning is necessary. With appropriate matching 
of systems to items, maximum planning benefits should derive from minimum 
effort. 

Provision has been made in the new instruction to accommodate planning for 
essential civilian and survival items under the guidance of OCDM by utilizing 
the military planning organization to coordinate anticipated emergency procure- 
ments by both military and civilian agencies at the plant level. 

OCDM and BDSA are formulating a program to take advantage of this 
opportunity to integrate planning for essential civilian needs with military 
production. 

Industry essentiality studies.—The Department of Defense has completed 
studies and established a position with the Director, Office of Civil and Defense 
Mobilization, under section 8, Trade Agreements Extension Act of 1958, on the 
heavy power generating equipment industry, including hydroturbine, hydro- 
turbine generator and transformer industries, and on the fluorspar industry. 

The Director of OCDM has announced his decision on the heavy power gen- 
erating equipment industry, but has not yet decided on the fluorspar industry. 

Studies are now underway in the Department of Defense to establish essen- 
tiality positions on wool knit gloves, steam turbine generating equipment, and 
small arms manufacturing, as requested by the Director. 

Propellent program.—The Defense Production Act and related authorities 
were used as appropriate to further the propellent program. 

Propellent chemistry research: Activities in propellent chemistry research 
have the objective of the discovery of new chemical combinations capable of 
producting greater rocket thrust; the development of practical methods of syn- 
thesis; and the techniques required to utilize these materials in high efficiency 
solid propellants. The initial goal is to conduct research leading to new in- 
gredients for fuels, oxidizers, and binders. 

Research in each of these areas is largely competitive in nature. The Gov- 
ernment is utilizing the competence and resources of several large chemical 
eoncerns where a broad integrated research and development program can be 
effectively carried out. Special laboratories, universities, and research founda- 
tions are being used. In addition, Government laboratories contribute to the 
advancement of research in this area. 

Solid propellent production effort: It is apparent from various degrees of 
interest being placed upon the use of solid propellent motors for propulsion of 
our advanced weapons, that many potential advantages are to be achieved: 
namely, simplicity, high reliability, quick reaction, minimum ground support and 
base facilities, and safe to handle for operational use. 

Production facilities for large grain engines (8,000 pounds and up) are non- 
existent or very limited and, therefore, have to be fostered. Although private 
ventures into the solid propellent area were initiated with modest outlays of 
private capital, heavy support from military agencies and their weapon system 
prime contractors has encouraged the industry to undertake extensive expansion. 
This not only included expansion in solid propellent materials but also into the 
fabrication processes, technical know-how, and development, and also in the 
areas of hardware and related equipment. The proportionate outlays of Govern- 
ment funds and private capital for facilities as of the end of the year 1958 
totaled approximately $70 million, of which 54 percent represents Government 
and 46 percent industry. 

Solid propellent facilities, including buildings and equipment, are expensive. 
Since the only customer for the products from solid propellent plants is, in 
the final analysis, the U.S. Government, industry management generally asks 
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that all required facilities be Government furnished. However, the military 
agencies, backed by the armed services procurement regulations, usually insist 
that brick and mortar (nonseverable) facilities items be company furnished 
and, further, that equipment (severable) not categorized as “special purpose 
equipment” also be furnished by the company. 

In many of the cases where a considerable amount of company capital is in- 
volved, the companies seek to ease the burden by applying for short-term tax 
amortization from OCDM. Aerojet-General, Thiokol Chemical, Olin-Mathieson, 
Hercules Powder Co., and Metallurgical, Inc., are some of the companies who 
have been beneficiaries of tax amortization for company-financed solid pro- 
pellent facilities. 

ASSISTANCE TO SMALL BUSINESS FIRMS 


Authority —The small business program is conducted under provisions of 
title 10, United States Code, chaper 137; the Small Business Act of 1953, as 
amended (recently enacted as permanent legislation, Public Law 85-536) ; and 
the Defense Production Act of 1950, as amended. 

Summary of activities —During the fiscal year 1959 the Department of Defense 
continued to carry on an active and vigorous program seeking to assure that 
small business concerns were given an equitable opportunity to compete for de- 
fense business and to encourage to the greatest possible extent increased partic- 
ipation by small business firms in military procurement. 

Small business specialists in the major procurement offices and contracting 
offices throughout the procurement organization concentrated on assisting small 
business by actively searching for new sources; by including in military bidders’ 
mailing lists the names of established small business suppliers and such po- 
tential suppliers as have made acceptable application for inclusion in bidders’ 
lists; by soliciting bids from a proportionate number of small firms in all cases 
where the entire bidders’ list was not being solicited; by planning procurement 
in reasonably small, economically sound production lots, allowing sufficient 
time for the preparation and submission of bids and establishing favorable 
delivery schedules, specifications, and other provisions consistent with military 
requirements; by providing to the maximum possible extent opportunities to 
submit bids for quantities less than the total procurement requirement; by en- 
couraging prime contractors to participate in the defense small business sub- 
contracting programs; and, where appropriate, by setting aside all or part of 
proposed procurements for bidding solely by small business firms. 

In order to make it easier for small firms to obtain military research and 
development work, the Department of Defense initiated a study of the use of 
mechanization for the storage and processing of information concerning sources 
of research and development capabilities. The bulletin on potential sources 
of guided missile contract and subcontract work was updated and reissued as 
“General Procurement Information on Guided Missile Programs, Rockets, and 
Target Drones.” 

The fifth and sixth meetings of the DOD Small Business Industrial Advisory 
Committee were held in October 1958 and June 1959, respectively. Among the 
topies for discussion at these meetings were: “Review of the Defense Small 
Business Subcontracting Program,” ‘‘Mechanized Source Lists,” “Synopsis of 
Proposed Procurements,” and the need for business members of the Committee 
to visit procuring activities. 

Program effectiveness—In fiscal year 1959, awards to small business firms 
totaled $3,783 million. This was an increase of $54 million over fiscal year 1958, 
and was about the same as the amount received by small firms in fiscal year 
1957. However, the small business percentage of total awards declined in this 
period, from 19.8 percent in fiscal year 1957 to 17.1 percent in fiscal year 1958 
and 16.6 percent in fiscal year 1959. 

A major reason for the decline in the small business percentage, in spite of 
the fact that the small business dollar volume did not decrease, was a sub- 
stantial increase in the volume of procurement of complex aircraft and missile 
systems during the period, as shown below. Aircraft and missile awards in- 
creased from 38 percent of the total in fiscal 1956 and 36 percent in fiscal year 
1957 to 48 percent in fiscal 1959. Small firms are not able to undertake any 
substantial amount of prime contract work in these programs. 
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[Dollars in millions] 


Aircraft and missiles 
($10,000 or more) i 
| All other 


Amount | Percent of 
total ] 


Fiscal year 1956: 
All business firms --._- $17, 750 $6, 783 
Small business: 
$3, 475 $101 


p 19.6 1.5 | 30.8 
Fiscal year 1957: 

All business firms $19, 133 $6, 883 

Small business: | 
Amount- .. $3, 783 $149 $3, 634 
Percent 19.8 2.2 | 29.7 

Fiscal year 1958: | 
All business firms $21, 827 $10, 263 4 $11, 574 


Small business: 
&, 17 $165 $3, 564 
i. 


1.6 30.8 

Fiscal year 1959: 
All business firms ‘ $22, 744 $10, 977 f $11, 767 
Small business: 
Amount $3, 783 $237 | $3, 546 
Percent 16.6 2.2 30.1 








It is noteworthy that the small business percentage for all types of awards 
other than those for aircraft and missiles has averaged between 29.7 percent and 
30.8 percent in this period. This average percentage reflects increases in some 
programs and decreases in others. Several factors account for the fiscal year 1959 
decrease of 0.7 percent in these areas. The principal reasons are found in the 
declines in the small business share of procurement of ships, petroleum products, 
and construction as shown by the following data on awards of $10,000 or more. 


Value of awards (millions) | Small business percentage 


Fiscal pee Fiscal year eee | ie | vues yr 
19 1959 


| 
} 
j 
| 


$650 $1, 095 
866 981 
1, 410 


Large ship construction projects, including awards for nuclear submarines and 
guided missile ships, emergency procr . nent of petroleum in the Lebanon crisis, 
small business failure to meet petrol 1 . “ce competition and the Small Busi- 
ness Administration's recefinition of t's... of small business firms in the petro- 
leum industry, were major factors in these programs. 

Table 1 shows that in fiscal year 1959 small firms received 63 percent of the 
total volume of awards estimated to be within the potential of small business. 
This compares with 64 percent in fiscal year 1958. This table also indicates that 
the principal reason that prime contracts were not offered to small business was 
that there was no known small business source. Table 2 indicates that the 
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major reasons for failure of small business firms to obtain prime contracts 
offered to them were that they did not submit a bid or that the bid submitted 
was not low. 

Subcontracting is a very important medium through which small firms partici- 
pate in defense work. In the first half of fiscal year 1959 (July-December 1958) 
small subcontractors received $1.6 billion in payments from 257 large prime 
contractors participating in the defense small business subcontracting program. 
Data for the second half of fiscal year 1959 are not available. In calendar year 
1958, the total prime contract and subcontract business received by smail firms 
continued at the rate of approximately $7 billion per year. 


TapLe 1.—Net value of military procurement actions awarded to smali and other 
contractors, fiscal year 1959 


{Amounts in thousands] 


July 1958-June 1959 
Procurement action category 


Army Navy Air Force 


$6, 008, 638 | $7,671,313 | $11,632, 114 


Intragovernmental 248, 148 141, 219 368, 980 
™_. work outside United States 663, 199 490, 918 255, 934 
Educational and nonprofit institutions 3 140, 226 97, 849 161, 363 
Total with business firms for work in the United States_| 22, 744, 229 | 4,957,065 | 6,941,327 | 10,845,837 
Actions of less than $10,000 1, 502, 532 696, 558 386, 188 419, 786 
Actions of $10,000 or more 21, 241, 697 , 260, ‘ 10, 426, 051 


Small business potential ~ §,990,457 | 2,813,779 | 1,732,959| 1,452,719 
All actions less than $10,000 696,558 | 386,188 419, 736 
Actions of $10,000 or more offered to small 

busi 2,117,221 | 1,346,771 | 1,082, 933 


rr | 
2, 143, 286 | 5, 208, 368 9, 393, 118 


No known small business source 1, 290,033 | 3,700,392 9, 244, 604 
Emergency procurement 15, 957 67, 332 7, 227 
Maintenance of the mobilization base 692, 622 49, 050 (—)1, 222 
eee under proprietary control or standard- 


96, 839 767, 835 15, 227 
Small business cannot meet quantitative or de- 
livery requirements 47, 835 623, 759 127, 282 
With small business firms 1, 740, 121 1, 122, 836 919, 893 


Actions of less than $10,000. 470, 321 239, 472 273, 568 
Actions of $10,000 or more 1, 269, 800 883, 364 646, 325 


’ ’ 


With other business firms ‘ 3,216,944 | 5,818,491 | 9, 925, 944 


Actions of less than $10,000. : 226, 237 146, 716 146, 218 
Actions of $10,000 or more ‘ 2,990,707 | 5,671,775 


Small business percentage 
Percent of small business potential 
Percent of total with business firms 
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TABLE 2.—Net value of military procurement actions of $10,000 or more which 
were offered to small business firms, fiscal year 1959 


[Amounts in thousands] 
July 1958-June 1959 


Army Navy Air Force 


VALUE 


Offered to small business, actions of $10,000 or more $4, 496, 925 | $2,117,221 | $1,346,771 | $1,032, 933 


Awarded to small business firms. __...._._- = 2, 799,489 | 1, 269, 800 883, 364 
Not awarded to small business firms ! 1, 697, 436 847, 421 463, 407 


646, 325 
386, 608 


362,623 | 158,931 | 83, 849 119, 843 
1,248,775 | 659,562 | 358,985 230, 228 
30, 648 7,051 11, 213 12) 384 


Small business bid was not responsive 
Small business bidder not a ‘‘responsible’”’ pros- 
pective contractor (ASP R 1-307) 8, 231 3, 026 2, 846 


2, 359 
Small business bid not accepted for other reasons 2. __ 47, 159 18, 851 6, 514 


PERCENTAGE DISTRIRUTION 


Offered to small business, actions of $10,000 or more... .- 





Small business did not bid 

Small business bid was not low 

Small business bid was not responsive 

Small business bidder not a ‘‘responsible’’ pros- 
pective contractor (ASP R 1-307) 

Small business bid not accepted for other reasons. - .- 


1 Data on reasons small business did not receive contract awards are not available for procurement actions 
less than $10,000 in value. 


? For reasons which in most cases relate to quality or technical evaluation of the product. 


ASSISTANCE IN LABOR SURPLUS AREAS 


Authority—The Department of Defense program of assisting labor surplus 
areas and industries is conducted under the authority of the Defense Production 
Act of 1950, as amended, and as prescribed by defense manpower policy No. 4. 

Summary of activities—During fiscal year 1959, the Department of Defense 
continued to emphasize its program of assisting firms in labor surplus areas and 
industries obtain defense work. Defense procurement officials placed negotiated 
awards in labor surplus areas to the maximum extent consistent with the princi- 
ple that no price differentials were to be paid. Where appropriate, portions of 
prospective procurements were reserved for bidding by firms in depressed areas. 
Within labor surplus areas, preference was given to small firms. Where less 
then the entire bidders’ list was solicited, a proportionate share of firms in labor 
surplus areas was included in the solicitation. Prime contractors were encour- 
aged to place subcontracts with concerns in depressed areas, and a clause to this 
effect was incorporated in all fixed-price supply contracts of more than $5,000. 
Four directories of firms in labor surplus areas were published and distributed to 
major procuring activities in the Federal Government and to a large number of 
prime contractors for their use in locating sources of supply. In conjunction with 
the small business program, 12 Armed Forces procurement conferences were held 
in various parts of the United States to educate businessmen in the procurement 
procedures involved in obtained military work. Eight regional and local exhibits 
of business opportunities were conducted to provide firms in depressed areas with 
information on military procurement requirements. In addition, five areas were 
assisted in developing community action programs to improve their economic 
conditions. 

Program effectiveness.—In fiscal year 1959, military prime contract awards 
of $10,000 or more for supplies, services and construction to firms in labor sur- 
plus areas and industries totaled $9.3 billion, or 42 percent of all military pro- 
curement contracts of this size. In the previous fiscal year, the total was $3.9 
billion. In the first half of fiscal year 1958, data were not obtained for supply 
contracts between $10,000 and $25,000 or for construction and service contracts. 
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However, the inclusion of such awards, it is estimated, would not have added 
significantly to the total for that year. Much of the procurement from firms in 
labor surplus areas is the result of normal procurement processes rather than 
preference action. Awards involving a set-aside or tie-bid preference amounted 
to $96 million in fiscal year 1959, compared to $37 million in the preceding year. 


INDUSTRY INTEGRATION COMMITTEES 


Authority—The program is being conducted under the provisions of section 
708 of the Defense Production Act, as amended, and upon approval of the volun- 
tary agreements by the Attorney General. 

Summary of activities and program effectiveness._-Reports on integration 
committees are submitted quarterly to the Congress through the Office of the 
Attorney General as required by section 708 of the Defense Production Act of 
1950, as amended. Reports were submitted to the Attorney General by the Judge 
Advocate General of the Army on October 17, 1958; January 19, 1959; April 17, 
1959 ; and July 20, 1959. 


INDUSTRIAL DISPERSION PROGRAMS 


Authority—Department of Defense Directive 5220.5, dated November 17, 
1955, prescribes policy with respect to dispersal of industrial facilities consistent 
with the dispersion amendment of the Defense Production Act. This policy 
states that dispersal will be a key factor in determining additional sources for 
items of material or development, and a prime consideration in determining the 
locations of new industrial facilities, at the same time recognizing that factors 
such as cost, social and economic implications and other practical elements, such 
as requirement for timely delivery of vital products, must also be considered in 
any planned procurement. 

In accordance with the provisions of Defense Mobilization Order I-19, dated 
January 11, 1956, the determination as to whether a facility is in a dispersed 
location is based on the standards developed by representatives of OCDM, 
Defense, and Commerce with respect to congested urban areas, and in addition, 
the standards developed by Department of Defense for nonurban locations with 
respect to proximity to key military installations and industrial facilities. 

Summary of activities—During the 12-month period ending August 1959, the 
Office of the Assistant Secretary of Defense (Supply and Logistics) processed 
474 dispersion inquiries requesting advice on the dispersion aspects of proposed 
locations with respect to proximity to key industrial facilities and major mili- 
tary installations. The 474 inquiries received during this period is an increase of 
188 or 65.7 percent over the previous 12-month period. Inquiries received from 
Federal agencies increased from 154 to 401 or 160.4 percent, while inquiries 
from private industry decreased from 132 to 73 or 44.7 percent. 

The source and number of dispersion inquiries processed from September 
1958 through August 1959 is summarized as follows: 

| 


} Total Met stand- | Did not meet 
ards standards 





Total 


Treasury Department 
Federal Housing Administration 
Federal Reserve Board 


! Regional mobilization committees, Federal Aviation Agency, Department of Defense. 


NATIONAL MOBILIZATION PROGRAM PLANNING AND MOBILIZATION MATERIAL 
REQUIREMENTS 


Authority—Under DMO I-12, covering mobilization planning assignment to 
the Department of Defense, and DMO YV-1, on materials planning, the Depart- 


one of Defense is named as a principal agency on which OCDM relies for 
advice. 
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Summary of activities 


(a) National mobilization program planning.—Emergency planning activities 
within the Department of Defense during the past year have emphasized the 
need for a solution to the problem of providing effective military representation 
to each of the eight newly organized OCDM regions. This culminated in the 
issuance on August 25, 1959, of DOD Directive 3025.9 which provides for the 
designation by the Department of the Army of a principal DOD representative to 
each OCDM Regional Civil and Defense Mobilization Board (RCDMB). The 
Departments of the Navy and Air Force are to designate assistant DOD repre- 
sentatives. The principal representative is to submit consolidated DOD claims 
for those resources, including services, which are susceptible of management on a 
regional basis, and in the event allocations made by the OCDM Regional Director 
are insufficient to meet military needs, to further allocate between the military 
services based on the urgent military situation then prevailing. Provision is also 
made for utilization by the DOD regional representative of the services of DOD 
single manager agencies and major logistical commands. 

The directive further stresses the need for forecasting emergency military 
needs currently, submitting DOD claims, and securing allocations from the 
OCDM Regional Director, preattack, so that effective military operations will 
not be jeopardized in an actual situation. (Agreement on the directive was not 
achieved in time to test the adequacy of the new concept in DOD regional repre- 
sentation. ) 

For several years, the Department of Defense has urged the adoption by 
OCDM and its predecessor agencies, of a national relative urgencies system 
which would provide interim guidance at all echelons of control for resolution 
of conflicting claims for resources among military operations, survival activities, . 
restoration and rehabilitation of the national economy, and.5ther essential and * 
desirable programs. During the regional phases of Operation Alert 1959, it be- 
came apparent that such guidance was mandatory. The Director, OCDM, 
during the national phase of the exercise, approved the proposed criteria sub- 
mitted by the DOD as an interim national relative urgencies system and further 
directed that it be staffed for inclusion in the national plan for civil defense 
and defense mobilization. 

(b) Materials requirements for mobilization.—By December 1958, work had 
been completed on the cycle of mobilization requirements computations initiated 
in 1957 on general war assumptions. Application of these revised requirements 
to the review of stockpile objectives and other mobilization planning activities 
is proceeding under the leadership of OCDM. 


LABOR DEPARTMENT 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, D.0., October 14, 1959. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
Washington, D.C. 
(Attention of Mr. Harold J. Warren). 


DEAR CONGRESSMAN Brown: The annual report requested in your letter of 
August 10, 1959, is enclosed. It constitutes a brief, factual summary of the 
major mobilization activities carried out by the Department of Labor in the 
past year. 

The report follows an outline different from the one suggested in your letter; 
however, any points applicable to this Department’s activities have been covered. 

If further information would be useful to your committee, please call upon us. 

Yours sincerely, 
Jamzus T. O’CONNELL, 
Under Secretary of Labor. 


Part 1: GENERAL INFORMATION 


The authority from which your organization derives its powers for such 
programs. 

The act of March 4, 1913 (5 U.S.C. 611), R.S. 161 (5 U.S.C. 22), Reorganiza- 
tion Plan No. 6 of 1950 (15 E.R. 3174; 5 U.S.C. 611, note), Executive Order 10346 
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of April 17, 1952 (3 CFR 1852 Supp., p. 74), as amended, and Executive Order 
10480 of August 14, 1953 (3 CFR 1953 Supp., p. 98), as amended, and by agree- © 


ments reached with OCDM relating to the Department’s mobilization and civil 
defense responsibilities. 


BASIC MOBILIZATION RESPONSIBILITIES OF THE DEPARTMENT 


1. Identify and formulate plans, programs, and policies needed to assure phys- 
ical protection, expansion, training, and distribution of the labor force. 

2. Develop appropriate economic measures to assure stability of the labor 
force including worker incentives, reemployment rights, income maintenance, 
and wage and salary stabilization; and, in respect to authorized civil defense 
workers, plans for wage and salary compensation and for death and disability 
benefits. 

3. Develop plans, programs, and procedures for a comprehensive system of 
research, reporting, analysis, and economic-advisory services during mobilization 
or emergency periods, including the provision of appropriate manpower informa- 
tion for use of other agencies and the review of data and programs affecting 
manpower developed by other agencies. 

4. Develop organization plans and necessary administrative methods for carry- 
ing out mobilization and civil defense manpower programs during the emergency. 


5. Develop measures for maintaining effective labor-management relations dur- 
ing an emergency. 


MAJOR AREAS OF ACTIVITY DURING FISCAL YEAR 1959 


During fiscal year 1959, the Department has concentrated its efforts in five 
major areas of activity: 

1. The Department has continued its close liaison with OCDM offices respon- 
sible for emergency planning. It has reviewed and contributed suggestions to 
the development of the national plan and its annexes. It has participated in the 
revision of Executive orders assigning emergency responsibilities to the Depart- 
ment and to other delegate agencies and has assisted in the preparation of 
classified planning documents. The Department has assigned a member of its 
staff to the cadre maintained at the OCDM relocation site, and has contributed 
to the work of the National Damage Assessment Center, including participation 
in NDAC training sessions at OCDM regional offices. The Department has col- 
laborated with the Manpower Office of OCDM in the presentation of manpower 
mobilization plans at conferences of selective service State directors and their 
executive reservists, and has conducted briefing sessions for the senior staff of 
the OCDM Manpower Office. 

2. The Department has maintained and improved its relationships with other 
Federal agencies with which it has a coordinating responsibility. Arrangements 
have been completed for closer cooperation at the operating level between the 
Selective Service System and the public employment service. These arrange- 
ments should contribute to the effective allocation of manpower between military 
service and civilian activity and to the utilization of selective service boards by 
local employment offices in an emergency as an additional source for identifying 
and locating potential applicants who possess shortage skills. Similarly the 
Department has been developing working arrangements and methods of coopera- 
tion between the Civil Service Commission and the public employment service 
in staffing the Federal establishment in a postattack emergency. 

3. The Department has endeavored to improve its own state of readiness. It 
has developed a plan for adjusting the regional boundaries of its 11-region 
Bureau of Employment Security operation to meet the needs of the 8-region 
OCDM pattern. It has revised chapter V, “Recruitment, Training, and Allo- 
cation Methods and Control,” of its Defense Readiness Handbook which has 
been distributed to its 1,800 affiliated local employment offices. It has begun a 
revision of the Employment Security Manual for the purpose of providing local 
employment offices with operations guidance in the event of full mobilization. 
It has reviewed intensively the manpower annexes of 12 State survival plans 
and has made recommendations to the State agencies concerned for the im- 
provement of those annexes. 

4. Considerable effort has been expended in the development of meaningful 
problems and exercises related to Operation Alert 1959. Operation Alert 1958 
was carefully evaluated, and many of the Department’s fundamental recom- 
mendations were incorporated by OCDM in the 1959 exercise. Operation Alert 
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1959 has required extensive planning at the national level and in the regional 
offices of the Department. 

5. In recognition that a civil defense and defense mobilization program will 
have merit only if a comprehensive manpower planning program is extending to 
every level of operation, the Department has prepared plans for initiating a 
local, State, regional, and national program of emergency readiness. Planning 
has included: (a@) various elements of manpower operations; (b) economic sta- 
tistics for policy determination and guidance of emergency operations; (c) eco- 
nomic stabilization, including wage and salary stabilization and wage and price 
statistics necessary for administration of economic stabilization programs; (d) 
labor-management relations; (e€) employment incentives programs, and (f) an 
executive reserve program. 

Perhaps the most important of these activities, in the long run, will be plan- 
ning the comprehensive program of local, State, regional and national readiness. 
In fiscal year 1959, there has been very little more than a holding action. There 
is need for comprehensive revision of basic programs that will take full account 
of the magnitude of a possible attack on the United States. There have never 
been any funds specifically earmarked for use by State agencies for the develop- 
ment of local and State readiness programs. As a result, the level of readiness 
training at the local and State level is largely that represented by the limited 
participation by these offices in Operation Alert exercises. New techniques must 
be improvised and tested. Organizational patterns must be developed for use at 
all governmental levels in an emergency. Statistical materials must be im- 
proved and placed in format to facilitate analysis by high speed computers 
stationed at national and regional sites. 

Wage and salary stabilization measures must be formulated and be ready for 
use in the event of an emergency. Plans must be proposed for the resolution 
of labor disputes in an emergency situation. Plans necessary for the accom- 
plishment of these measures have been identified during the past year. This 
should permit a rapid execution of planning emergency readiness programs 
whenever adequate funds are made available to the Department. 


Part 2: Specrric PROGRAMS 


ACCOMPLISHMENTS WITH RESPECT TO ASSIGNED RESPONSIBILITIES 


For ease of reference, this section of the report is presented under a series of 
broad subject-matter headings rather than in terms of the organizational units 
responsible for the several fields of work. 

1. Manpower programs for field use 

A. Revision of “Defense Readiness Handbook.”—The Department completed 
and issued to the State agencies, in the form of revised chapter of the Defense 
Readiness Handbook, improved guidelines for planning their employment service 
operations in a postattack emergency. It emphasizes the fact that the heaviest 
impact of the postattack manpower job is likely to fall on local offices in areas 
which receive large numbers of evacuees from attacked areas; and it provides 
greater flexibility in operating approaches, based upon the degree to which an 
attack affects an area. 

B. Guidelines for partial and total manpower mobdilization—A revision was 
initiated by the Employment Security Manual chapter on “Partial Manpower 
Mobilization” to make this material applicable to full-scale mobilization situa- 
tions as well as to the type of national mobilization effort which would apply 
to limited military engagement, such as that which took place in Korea at the 
beginning of the current decade. The revised materials, when completed, will 
attempt to spell out the programs and procedures which would apply in the 
operation of the public employment service under varying degrees of mobiliza- 
tion intensity short of a situation involving attack upon the United States. 
Because of current unercainty regarding the availability of funds, it is impos- 
sible to estimate when the revised guidelines will be completed. 

C. Cooperation with the Selective Service System.—The Bureau of Em- 
ployment Security and the Selective Service System completed arrangements 
for closer cooperation at the operating level between the latter organization and 
the public employment service. State employment security agencies and selec- 
tive service officials were urged to schedule early meetings at State and local 
levels. As such meetings took place throughout the country, improved methods 
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for consulation between selective service boards and local employment offices 
in using the lists of critical occupations and essential activities were discussed. 
Plans were made for assistance by selective service boards to local employ- 
ment offices in identifying potential applicants for jobs in shortage occupations. 
These procedures could apply to all civil defense skills in a postattack period. 

Regional directors of the Bureau of Employment Security represented the 
Department in describing its manpower programs and organization at training 
meetings for selective service reservists. This series of 2-week meetings is con- 
tinuing into the current fiscal year. At the meetings the regional directors 
identified areas of mutual interest to the Selective Service System and the 
public employment service, both in peacetime operations and in mobilization 
planning. 

D. Cooperation with the Civil Service Commission—Staff members of this 
Department and representatives of the U.S. Civil Service Commission began a 
series of conferences concerned with working relationships and methods of co- 
operation between the Commission and the public employment service in staffing 
the Federal establishment under mobilization conditions. The product of these 
conferences will be a series of mobilization circulars, issued by the Commission 
to its field offices, describing the relationships between the Commission (repre- 


senting the Federal Government as an employer) and the public employment 
service. 


2. Associated research activities 


A. Damage assessment activities—During the last quarter of fiscal year 
1959, the Department contributed one or more man-days per week to maintain- 
ing a departmental liaison function with the National Damage Assessment 
Center at the OCDM classified site. Attention has been devoted to the follow- 
ing aspects of this work: (@) More precise identification and definition of data 
which should be introduced into the system; (0) the statistical and mechanical 
treatment necessary to give the fullest meaning and utility to the data; (c) 
broad programs for determining the analysis and use of these data for major 
manpower and stabilization purposes. 

B. Feasibility testing—During Operation Alert 1958, a discussion paper on 
manpower supply and requirements was prepared. This paper commented on 
the preliminary way in which feasibility testing methods had been utilized dur- 
ing OPAL 1958, and explained data adjustment and manpower allocation as- 
sumptions used during the exercise. 

During the rest of the year, selected elements of this work continued, in- 
cluding participation in all phases of planning for the manpower management 
aspects of Operation Alert 1959. This work included the development of labor 
force estimates by OCDM regions, and in the same categories, estimates of labor 
force survivors and nonlabor force survivors by sex and age group. The De- 
partment obtained from claimant Federal agencies, estimates of manpower 
required by them to carry out their assigned tasks under the exercise assump- 
tions. These requirements data were obtained in final form from 8 of the 10 
major resource areas. In the case of the production area, the Commerce De- 
partment furnished sufficient assumptions from which the Bureau developed 
manpower requirements estimates, and in the case of the military area, man- 
power estimates were simulated by the Bureau in deference to the Defense 
Department’s security restrictions. 

These manpower supply and demand data, complete with explanations for 
their use, were sent to the field. Department of Labor personnel assigned to 
each of the eight OCDM regions processed these data along with other depart- 
mental field staff. Under the auspices and with the help of the regional OMA, 
field representatives proceeded over a 2-month period to work with field 
representatives of the delegated claimant agencies and the OCDM in their 
respective regions, on the manpower supply-demand analysis problem. The con- 
siderable volume of work thus prepared was to become one of the major factors 
in the regional phase of the exercise. 

C. Skill surveys.—Plans were initiated, jointly with the national office of 
OCDM and with the State employment security agencies in Illinois and Iowa, 
for a survey of selected occupational skills in the Davenport-Rock Island-Moline 
area. The skills to be covered in the survey will include those for which an 
urgent need might be expected in a postattack emergency. Insofar as these 
emergency skills are concerned, the survey is expected to identify sources from 
which workers may be found who can be trained in advance of an emergency 
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to serve as integrated groups, or “task forces,” to carry out such postattack 
jobs as firefighting, mass feeding, and emergency housing construction. Plans 
were also being considered at the close of the fiscal year for similar surveys in 
selected areas in West Virginia. 


8. Measures to assure stabilization of the labor force 


Because funds available for this fiscal year were not adequate to cover all 
phases of the Department’s mobilization responsibilities, relatively little atten- 
tion was given to the fields of wage compensation for civil defense workers, 
wage stabilization and the settlement of wartime labor disputes except for those 
aspects directly related to the Department’s participation in Operation Alert 
1959. 

Very substantial work, however, was done in respect to the need for compen: 
sating civil defense workers for death or injuries incurred in the pursuit of 
civil defense tasks. The Department completed its summary of the principal 
provisions of State workmen’s compensation laws which relate to civil defense 
yolunteers and personnel of mobile support units who are injured or killed while 
engaged in civil defense duties or in related training activities. This summary 
was sent to the State workmen’s compensation administrators for review and 
identification of any necessary modification. It brings up to date the digest of 
laws originally prepared and issued by the Department in 1952 and it has been 
distributed to all State workmen’s compensation administrators and other 
interested groups, as well as to OCDM. 

No work was undertaken in respect to worker incentives except for the 
preparation of a draft order covering reemployment rights. This order, similar 
to the ones used during Operation Alert 1958, has been submitted to the Solicitor 
of Labor for legal clearance. 


4. The generat field of training 


During the year a plan was drawn up which would provide an outline for a 
war training program to include (a) statements of policy, and (b) proposed 
organization. 

During the year, regional directors submitted reports on two projects: (a) 
information to be contained in a national training policy; and (b) a planning 
outline for the development of an evaluation of skills and training facilities. 


ORGANIZATIONAL AND ADMINISTRATIVE ARRANGEMENTS AND PROBLEMS 
1. Regional boundaries 


Effective cooperation between OCDM regional directors and regional directors 
of the Office of Manpower Administration of the Department of Labor involved 
the resolution of problems brought about by the differences in the boundaries 
of the 11 BES regions and the 8 OCDM regions. A mutually satisfactory ad- 
justment was brought about under which eight of the Bureau’s regional directors 
were given primary OMA responsibility and were authorized to work directly, 
on matters involving the OCDM, with State agencies which might be outside 
their own BES regions but still within the OCDM regions where the designated 
OMA regional offices are located. 


2. Regional relocation sites 


In the field, administrative management personnel kept the Department’s 
regional relocation sites in a state of readiness, including training of communi- 
eations personnel. Professional personnel participated in meetings with OCDM 
and other agencies, primarily in preparation for OPAT 1959. 


8. Executive reserve program 


During the past fiscal year, three new executive reservists were appointed, 
bringing the total to 10. The executive reserve program was extended to the 
regions, two of the new reservists being assigned to regional offices. 
Executive reserve appointments in the six remaining regions are in various 
stages of processing. Af the close of the fiscal year, the executive reserve 
program was being extended further to include executives from the trade union 
movement. Preliminary steps have been taken to bring a small number of trade 
union people into the program, 
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4. Wartime staffing 


Representatives of the Office of Personnel Administration met with representa- 
tives of the U.S. Civil Service Commission for exploratory discussions of the 
staffing requirements of the Labor Department in a national emergency. 


5. Safety training courses 


Safety training coureses were conducted at 14 defense installations throughout 
the United States. A staff member attended the radiological defense officers 
course in Battle Creek, Mich., and following this course conducted a course in 
Iowa on radiation hazards. 


Part 3: PRogecrep PLANS For 1960 


In the field of general manpower programing, major emphasis will be directed 
to the development of additional “standby” materials for the use of field offices. 
These will supplement the Defense Readiness Handbook and other documents 
already prepositioned at relocation sites and State and local offices. 

In respect to associated research activities, every effort will be made to select 
areas of study which will support, strengthen or clarify the basic operating 
programs to be developed in the manpower and stabilization fields. 

Much important work related to the development of measures for stabilizing 
the labor force remains to be undertaken, particularly in respect to worker 
incentives. 

In the event funds made available to this Department permit, the following 
activities would be undertaken in respect to mobilization training activities: 

1. Skill improvement for mobilization and civil defense purposes; 

2. Systematic consultation with training officials in industry and Government 
on feasible methods for increasing the number of training programs and trainees; 

3. Development of methods for utilization of workers at their highest skill 
potential, and in the shortest period of time; and 

4. Development of training measures for restoration of the economy after an 
attack. 


FEDERAL RESERVE SYSTEM 


Boarp oF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, D.C., September 16, 1959. 
Hon. Pavut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, 
Washington, D.C. 
(Attention Mr. Harold J. Warren, clerk and counsel, room 459, Old Senate Office 
Building, Washington, D.C.) 

Dear Mr. Brown: In response to your letter of August 10, 1959, attached 
is a factual summary covering mobilization activities of the Board of Governors 
for the past year. 

The summary covers three programs—the program for the continuity of the 
essential functions of the Federal Reserve System in the event of an attack on 


the United States, the commercial bank preparedness program, and the V-loan 
program, 


Sincerely yours, 


Wma. McC. Martin, Jr. 
Attachment. 


CONTINUITY OF ESSENTIAL FUNCTIONS OF THE F'epERAL RESERVE SysTEM 
1. Mobilization programs conducted by your organization 


Development of plans to assure the continuity of the essential functions of 
the Federal Reserve System in the event of an attack on the United States, and 
development of measures in the monetary and bank credit fields to deal with 
the potential economic consequences of an attack. 
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2. The authority from which your organization derives its powers for such 
programs 


The authority to develop plans and preparedness measures for the continuity 
of the essential functions of the Federal Reserve System and to deal with the 
potential economic consequences of an attack derives from the National Security 
Act of 1947, as amended, the Defense Production Act of 1950, as amended, the 
Federal Civil Defense Act of 1950, as amended, Executive Order 10346, and 
Defense Mobilization Order I-20. 


8. A summary of each program 


Beginning shortly after the enactment of the National Security Act in 1947, 
the Board of Governors of the Federal Reserve System initiated the develop- 
ment of plans for an attack situation. Over the past 12 years these plans have 
been subject to continuing review and improvement. The plans are based on 
the assumption (1) that the money and credit system must and can be main- 
tained, (2) that banking operations must be continued wherever physical con- 
ditions permit, and (3) that all the means to assure the continuance of banking 
operations in the national interest, including liquidity, credit, currency, and 
equitable sharing of war losses will be provided. 

The Board has provided for the continuity of its essential functions which, 
among others, are to provide currency related to economic needs, to provide a 
more effective supervision of banking, and to provide monetary, credit, and 
operating policies for the Federal Reserve System. 

The Board has established and maintains a relocation office in constant readi- 
ness. The relocation office has a fair degree of protection against radioactive 
fallout. It is supplied with emergency food and medical stocks, and is equipped 
with adequate communication facilities. Provision has been made for the billet- 
ing of personnel in the relocation office should radioactive fallout conditions 
make this necessary. Operating records are maintained at the relocation office 
and kept current daily. The relocation office is staffed with personnel trained 
in Federal Reserve operations and trained in radiation detection and communi 
cations. 

The Board has provided for a line of succession, including a provision for an 
“interim Board” to be drawn from officers of the Federal Reserve Banks in the 
event that the entire Board should be wiped out, and has provided for the 
automatic delegation of all necessary authority to surviving members of the 
Board and to the interim Board. 

It has provided the Federal Reserve banks with emergency policy guidelines, 
and has provided for the automatic delegation of authority to any Federal Re- 
serve bank to take such action as may be necessary on matters which would 
otherwise require Board approval, in the event any such bank should be unable 
to communicate with the Board or the interim Board. 

The Federal Open Market Committee, whose membership consists of each 
member of the Board of Governors and five representatives of the Reserve banks, 
has adopted comparable plans for its emergency operations. The plans provide 
for a line of succession, authorization to Reserve banks to take action in the 
event they are out of communication with the Committee, and guidance to Reserve 
banks in reconstructing open market accounts and in providing special financing 
for the Treasury in an emergency. 

The Federal Reserve banks have taken actions similar to those of the Board 
of Governors. They all maintain relocation offices with current records and 
emergency operating manuals. They have provided for a line of succession 
among their officers and made delegations of authority to be effective in an 
emergency. They have provided for the appointment of acting Federal Reserve 
agents, and for the continuity of fiscal agency and foreign operations. They 
have built up an emergency supply of Federal Reserve notes, equivalent to a 2% 
years’ supply based on.current use. 

They are providing for the decentralization of check collection and currency 
distribution operations by the selection of check agents and cash agents to carry 
on these functions in all areas; particularly in those areas which might be tem- 
porarily isolated and where human activity might be permissible immediately 
following an attack. 

Most of the Federal Reserve banks have completed the development of emer- 
gency operating instructions for carrying out check collection and currency dis- 
tribution operations. In some instances, they have already distributed these 
emergency instructions to commercial banks in their districts. 
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4. A summary of the effectiveness of the programs 


The effectiveness of the program has been tested during five annual Opera- 
tions Alert against a variety of possible attack patterns. These tests have de- 
monstrated the validity of emergency plans which provide for flexibility in their 
application to areas of great damage, marginal areas, and relatively undamaged 
areas, and which provide for delegation of authority and decentralization of 
operations to overcome the effects of possible disruptions in communications and 
transportation. 


5. A statement on the current need for the programs 


The program will be needed as long as any potential enemy has the capability 
of launching a massive nuclear attack upon the United States. The program 
contributes to the total force of deterrents and to the Nation’s preparedness to 
maintain the money and credit system postattack. 


6. A summary of the programs as related to small business 
The program relates to the entire economy, to small business as well as large. 


7. Major problems which now confront your organization in carrying out mobi- 
lization programs 


The major problems in improving the effectiveness of this program are (1) 
the need to provide additional fallout protection at the regular and relocation 
offices of the Board, the Federal Reserve banks, and the branches, and (2) the 
need for a greater number of commercial banks to undertake and improve their 
preparedness. 


8. Changes in molilization planning and readiness measures to meet future emer- 
gencies 


None. 


9. Summary of any standby programs for any future emergency 


One of the basic requirements for the maintenance of the money and credit 
system and for the postattack financial and economic rehabilitation, is to provide 
some means for the indemnification or the equitable sharing of war losses. In 
1957, a Federal Reserve staff committee prepared a memorandum on the subject 
“Preattack Planning for Postattack Financial and Economic Rehabilitation,” 
which dealt extensively with possible means for the equalization of war losses. 
During 1959, the staff committee prepared a revised report dealing with tech- 
niques and methods for maintaining the monetary and credit system, expediting 
financial and economic rehabilitation, and providing for the equitable sharing of 
war losses. A standby program for the indemnification or equalization of war 
losses, which can be put into effect immediately following an attack, is to be 
developed by the Federal financial agencies acting under the chairmanship of 
Office of Civil and Defense Mobilization. 


10. Changes in organization during the past year 


The Board has established as a separate staff unit an Office of Defense Plan- 
ning which is responsible for the coordination of defense planning and mobili- 
zation activities among all staff units of the Board, and between the Board and 
the Federal Reserve banks. It has also established a liaison office at the reloca- 
tion site of the Office of Civil and Defense Mobilization. 


11, Future objectives 


This program is a continuing program, therefore, our future objectives are to 
keep our preparedness measures current and to constantly improve our readiness. 


12. Availability of funds for defense needs 
Not applicable. 


13. Such other information as may appear pertinent in summarizing your 
mobilization activities for the past year 

Considerable progress has been made during the past year in reaching decisions 
on basic economie and financial policies for a postattack situation. It is expected 
that during the coming year, these basic policies will be reflected in emergency 
documents which can be distributed to State and local authorities, to banking 
institutions, and to. other financial institutions, in order that they may improve 
the status of their preparedness. 





282 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 


COMMERCIAL BANK PREPAREDNESS PROGRAM 


1. Mobilization programs conducted by your office 


Development of plans, in cooperation with the Department of the Treasury, 
including the Comptroller of the Currency, and the Federal Deposit Insurance 
Corporation, to encourage preparedness measures by the commercial banking 
system designed to assure continuity of operations of the banking system in the 
event of enemy attack, including the preservation of essential records. 


2. The authority from which your office derives its power for such programs 
Defense Mobilization Order I-20. 


8. A summary of each program 


This program seeks to accomplish its purposes (1) by acquainting commercial 
banks with the importance of making plans for preservation of essential records 
and continuation of operations in the event of attack, and (2) by providing guid- 
ance as to how this might be done. 

Two committees of bankers are working on the program—an Advisory Com- 
mittee on Commercial Bank Preparedness and a Banking Committee on Emer- 
gency Operations, the later a committee composed of senior operating officers. 

During the first part of 1958, the Committees issued and distributed to all 
banks in the country five booklets describing preattack preparedness measures. 
These booklets were subsequently reprinted under one cover and widely dis- 
tributed by the Office of Civil and Defense Mobilization. The Committees are 
now working on edditional booklets concerning measures and operations fol- 
lowing a destructive attack. The manuscript for the first of these, “Collection 
of Cash Items and Noncash Items,” has been distributed to the supervisory au- 


thorities for clearance. A draft of the second, “Cash (Currency) Operations,” is 
expected in October 1959. 


4. A statement on the effectiveness of each program 


In April, the State association section of the American Bankers Association 
appointed a special national committee of State association secretaries to work 
on the preparedness program for emergency operations in banking. At last re- 
port, 37 State bankers associations had appointed similar emergency prepared- 
ness committees. Tabulations made from reports of examination of 12,208 banks 
examined between May 1, 1958, and April 30, 1959, received by Federal and State 
bank supervisory agencies through July 17, 1959, show one or more emergency 
preparedness measures to have been taken by 641 banks. Of these, 395 were na- 
tional banks, 130 were State member banks, 108 were insured nonmember banks, 
and 8 were nonmember noninsured State banks. 


5. A statement on the current need for the programs 


It is believed that an effectively functioning banking system would be essential 


to the Nation in time of war as well as in peace, and that adequate preparedness 
measures are essential for such a continuing banking system. 


6. A summary of the programs as related to small business 
The program relates to the entire economy, to small business as well as large. 


7. Major problems which now confront your office in carrying out mobilization 
programs 


The major problems in carrying out the program are (1) lack of realization 
on the part of many banks of the need for preparedness measures, and (2) a gen- 
eral belief that an adequate preparedness program will cost too much. 

The need for preparedness measures is being brought to the attention of all 
banks through various banking associations, Federal and State supervisory 
agencies, and publications. Cost studies have been completed by the New York 
State Bankers Association and the Connecticut Bankers Association which indi- 
eate that the cost of an adequate preparedness program is not excessive. Similar 
studies are in progress in other States. 

It is hoped that the dissemination of information as to the need for and the 


cost of an adequate preparedness program will help to overcome the major 
problems. 


8. Changes in mobilization planning and readiness measures to meet future 
emergencies 


None. 
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9. Summary of any standby programs for any future emergency 
The entire program is directed toward preparedness for any future emergency. 
10 Changes in organization during the past year 


An Office of Defense Planning has been established as a part of the staff of the 
Board of Governors of the Federal Reserve System. 


11. Future objectives 
Implementation of the program. 


12. Availability of funds for defense needs 
Not applicable, 


18. Such other information as may appear pertinent in summarizing your mobil- 
iaation activities for the past year 
None. 
GUARANTEED LOAN PROGRAM 


1. Mobilization programs conducted by your office, including the “V-loan pro- 
gram” conducted under the authority of the Defense Production Act as 
amended and the implementing Executive orders 


The Federal Reserve banks, under regulations of the Board of Governors, 
act as fiscal agents of the United States in connection with the V-loan program 
for Government guarantees of defense production loans, and the Board of Gov- 
ernors, after consultation with the guaranteeing agencies, prescribes fees, rates, 
and procedures to be utilized in connection with such guarantees. 


2. The authority from which your office derives its power for such programs 

The present “V-loan program” of Government guarantees of loans to finance 
defense production was inaugurated under authority of the provisions of section 
801 of the Defense Production Act of 1950, approved September 8, 1950, and 
the President’s Executive Order 10161, dated September 9, 1950, subsequently 
superseded by Executive Order 10480, dated August 14, 1953; and Executive 
Order 10819, dated May 8, 1959. Under the law, as amended by the Defense 


Production Act Amendments of 1958, authority for the program, unless further 
extended, will terminate on June 30; 1960. 


8. A summary of each program 


Pursuant to the law and Executive orders of the President, certain designated 
procurement agencies of the Government are authorized to guarantee loans made 
by private financing institutions to finance contractors, subcontractors and 
others engaged in the performance of Government defense contracts for the 
purpose of expediting production and deliveries or services for the national 
defense. By an amendment made by the Defense Production Act Amendments 
of 1953 guarantees may also be issued with respect to loans made to finance 
contractors, subcontractors or other persons in connection with or in contem- 
plation of the termination of their defense contracts. 

At the outset of the program the designated guaranteeing agencies were the 
Departments of the Army, Navy, Air Force, Commerce, Interior and Agriculture, 
and the General Services Administration. In 1951 the Atomic Energy Com- 
mission and Defense Materials Procurement Agency were also designated as 
guaranteeing agencies. By Executive Order 10480 of August 14, 1953, the De- 
fense Materials Procurement Agency was abolished and its functions transferred 
to the General Services Administration. By Executive Order 10819, dated May 
8, 1959, the National Aeronautics and Space Administration was designated as 
a guaranteeing agency. 

On July 31, 1959, guarantee agreements outstanding totaled $451,838,000. Of 
this amount, approximately 75 percent on the average was guaranteed by the 
Government. Under these guarantee agreements in force on July 31, loans 
outstanding amounted to $322,801,000 and there was available to borrowers an 
additional $129,037,000. The guarantee agreements outstanding by the various 
agencies participating in the program follow : 


Department of the Army. $24, 871, 000 
Department of the Navy 188, 178, 000 
TOCDGTURSNS GE CRO ee tinct emer terprrrennincidcivednnanene 192, 863, 000 
General Services Administration 43, 195, 000 
Atomic Hnergy Commission 


48406—60——_19 
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The net guarantee fees and interest on purchased loans collected by the guar- 
anteeing agencies after deducting established losses, administrative costs and 
the expenses of the Federal Reserve banks as fiscal agents as of July 31, 1959, 
follow: 


Department of the Army 
Department of the Navy 
Department of the Air Force 
General Services Administration 
Atomic Energy Commission 


Total net income 32, 576, 000 


The Department of the Army estimates that of the loans it has purchased ap- 
proximately $2,250,000 is uncollectible. The Department of the Navy estimates 
that of the loans it has purchased approximately $14,000 is uncollectible. The 
Department of the Air Force, the Atomic Energy Commission and the General 
Services Administration do not at this time anticipate any losses. 

There has existed since the inauguration of the “V-loan program” complete 
cooperation and understanding between the guaranteeing agencies, the staff of 
the Board of Governors and the Federal Reserve banks. Any differences that 
have arisen have been promptly settled and the primary purpose in the minds 
of all connected with the program has been to facilitate the financing of defense 
contractors as provided in section 301 of the Defense Production Act of 1950 
as amended, ana the implementing Executive orders. 


4. A statement on the effectiveness of each program. 
5. A statement on the current need for the programs. 
6. A summary of the programs as related to small business. 


The guaranteed loan program was successful and fulfilled a useful purpose 
during World War II and has been effective during the present rearmament 
period. It provides a mechanism whereby defense contractors and subcontrac- 
tors, particularly small business concerns, can arrange to borrow the funds 
necessary to finance their defense production through their local banks by 
means of Government-guaranteed loans rather than through the advance of 
Government funds or direct Government loans, 

From the beginning of the program in September 1950 through July 31, 1959, 
1,557 loans totaling $3,169,911,000 were authorized by the procurement agencies 
which may guarantee such loans under the Defense Production Act of 1950, 
as amended. 

There was disbursed during the last 12 months since July 31, 1958, approxi- 
mately $1,155,848,000 on outstanding V-loans, most of which are revolving credits. 

The large amount of defense work financed through the medium of V-loans 
ean be realized when you consider that the average ratio of the dollar value 
of contracts held by borrowers to the amount of money borrowed under the 
V-loan program to finance such contracts has been about 6 to 1. 

The following tabulation shows the number and amount of guaranteed loans 
authorized at the end of each month in the period August 1958 through July 1959. 


Guaranteed loans Guaranteed loans 
authorized to date authorized to date 


Amount (in Amount (in. 
thousands Number | thousands 
of dollars) of dollars) 


1958—Aug. 31 ; 5A 
Sept. 30 : , Mar. ,é 3, 120, 486 

‘ 3, 128, 236 

3, 169, 266 

3, 169, 911 

3, 169, 911 


Fighteen percent of the number and approximately 1 percent of the amount 
of loans authorized consisted of loans under $100,000 while 56 percent of the 
number and 6 percent of the amount were under $500,000. 

Eleven percent of the number and 1 percent of the amount of loans authorized 
were to borrowers having assets of under $100,000 ; 42 percent of the number and 
8 percent of the amount were to borrowers having assets of under $500,000 ;. 
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57 percent of the number and 12 percent of the amount were to borrowers hav- 
ing assets of under $1 million. 

Seventy-three percent of the number and 19 percent of the amount of loans 
authorized were to borrowers having less than 500 employees, including em- 
ployees of affiliated concerns under common ownership or control. Seventy- 
six percent of the number and 25 percent of the amount of loans authorized 
were to borrowers individually having less than 500 employees. 

The following tabulation shows a breakdown of guaranteed loans authorized 
as of July 31, 1959, by size of Joan: 


Percentage distribution of V-loans authorized through July 31, 1959, by sige of 
loan 


Percentage of guaran- | Cumulative percentage 
teed loans authorized distributions 
Size of loan 


Amount Number Amount 


| 
| 


- 


carKonorre 


BRNowr, 
onaft oNar 


on vee Roe 


SEBRRSAxn 
S2BRon~, © 


_ 
“ 


Percentage distribution of the guaranteed loans authorized from the beginning 
of the program to the end of July 1959, is shown below, classified by number 
of employees of the borrower. 


Percentage distribution of V-loans authorized through July 31, 1959, by number 
of employees of borrower 


Percentage of guaran- | Cumulative percent: 
teed loans authorized distributions aT 


Number of employees ! 


Number Amount Number Amount 


1 Number of employees of borrower, including affiliated concerns under common ownership or control. 


0. 


Saye 
SPSSHOMwNEs 


— 
ponSapousSe 
COYK Oe BUY Kat 

orm whe 

RAGEARRS x 

Nenwwwoorcoos 


1,000 to 2,499 
2,500 and over . 
Not GUGM c Licseed.. A di We. udhhsends \ leila ths.2 
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a 
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os 


S 
co 
s 
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teed loans authorized istributi 
Number of employees ! distributions 


— 


Number Amount Number Amount 
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wo 
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fe =_ of employees of borrower only (not including affiliated concerns under common ownership or 
mtrol). ; 
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7, Major problems which now confront your office in carrying out mobilization 
programs, including the V-loan program 


None. 


8. Changes in mobilization planning and readiness measures to meet future emer- 
gencies, including the V-loan program 
The Federal Reserve Banks have plans to conduct the essential operations of 
the banks from relocation offices in the event of an emergency. The Reserve banks 
plan to continue to perform such fiscal agency functions under the V-loan pro- 
gram as the situation then prevailing permits. 


9. Summary of any standby programs for any future emergency 

The only Federal Reserve program authorized under the Defense Production 
Act is the V-loan program. Plans conten:plate that the Federal Reserve banks 
and the Board will be prepared to participate in an expanded V-loan program 
suitable to any future emergency needs. 


10. Changes in organization during the past year 
None. 


11. Future objectives 

As stated in section 301 of the Defense Production Act, the objective of the 
guaranteed loan program continues to be “to expedite production and deliveries 
or services under Government contracts.” 


12. Availability of funds for defense needs, including the V-loan program 


The guaranteeing agencies are authorized to use any moneys appropriated to 
them for defense purposes to meet any costs and expenses in connection with the 
V-loan program. 


18. Such other information as may appear pertinent in summarizing your mobil- 
ization activities for the past year, including the V-loan program 


On July 31, 1958, guarantee agreements outstanding totaled $500,436,000, com- 
pared with $451,838,000 outstanding on July 31, 1959, indicating that new guar- 
antees authorized about equaled the amount of those terminated during the year. 
In the year ended July 31, 1959, disbursements on V-loans, most of which were 
revolving credits, amounted to $1,155,848,000, compared with disbursements of 
$707,200,000 during the preceding 12 months, showing a greater activity in the 
use of funds provided by the program. 


HEALTH, EDUCATION, AND WELFARE DEPARTMENT 


Tuer SECRETARY OF HEALTH, EDUCATION, AND WELFARE, 
Washington, December 14, 1959. 
Hon. Pavut Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D.O. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. CHAIRMAN: In response to your request, there is enclosed for in- 
clusion as an appendix in your committee’s annual report to the Congress a 
selective summary of the mobilization activities in the Department of Health, 
Education, and Welfare under the Federal Civil Defense Act of 1950, as amended, 
and assignments from the Office of Civil and Defense Mobilization. 

The report covers defense supporting activities of the Department and the 
specialized activities of its operating agencies having mobilization functions. 
The format of the report follows generally the guidelines set forth in your 
letter of August 10, 1959. 

If the committee’s staff have any further questions in connection with this 
report, they may contact Mr. Dean Snyder, Defense Coordinator, Code 181, 
extension 2144. 

Sincerely yours, 
ARTHUR 8S. FLEMING, 
Secretary. 
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MOBILIZATION ACTIVITIES OF THE DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


1. MOBILIZATION PROGRAMS CONDUCTED BY THE DEPARTMENT 


The mobilization programs administered by the Department of Health, Ex.u- 
cation, and Welfare, consistent with the “National Plan for Civil Defense and 
Defense Mobilization,” and subject to policy direction by the Office of Civil and 
Defense Moblization, are in the following areas of plans and readiness: 

Emergency health services. 

Emergency welfare services. 

Emergency food and drug inspection. 

Education, training, and guidance programs. 

Emergency rehabilitation services for disabled survivors. 
Surplus property distribution. 

Operating agencies of the Department having mobilization (and civil defense) 

functions are: 
Public Health Service. 
Social Security Administration. 
Food and Drug Administration. 
Office of Education. 
Office of Vocational Rehabilitation. 
Office of Field Administration. 


2. AUTHORITY FOR THE CONDUCT OF DEFENSE PROGRAMS 


Mobilization activities in DHEW have been established in accordance with 
the policies and directives of the Office of Civil and Defense Mobilization and 
its predecessor agencies. The principal authorities on which these policies and 
directives are based are as follows: 

Federal Civil Defense Act of 1950 (Public Law 920, 81st Cong., as amended; 
50 U.S.C.A. App. 2251, et seq.). 
Defense Production Act of 1950 (Public Law 774, Sist Cong., as amended; 
50 U.S.C.A. App. 2061, et seq.). 
Executive Order 10346, dated April 17, 1952 (17 F.R. 3477). 
Executive Orders 10427, 10737, dated January 6, 1953, October 29, 1957 (18 
F.R. 407 ; 22 F.R. 8799). 
The Federal Property and Administrative Services Act of 1949 (Public Law 
152, 81st Cong., as amended ; 40 U.S.C.A. 484(j) ). 
Federal Civil Defense Administration Delegations No. 1 and No. 5, approved 
a the President July 14, 1954, September 1, 1956 (19 F.R, 4546; 19 FR. 
721). 
Reorganization Plan No. 1 of 1958 (Public Law 85-763; 23 F.R. 4991). 
Executive Order No. 10778, dated July 1, 1958 (23 FR. 5061). 
Executive Order No. 10782, dated September 6, 1958 (23 F.R. 6971). 
“The National Plan for Civil Defense and Defense Mobilization.” 
Act creating the Federal Radiation Council (Public Law 86-3738). 
Bxecutive Order 10831, dated August 14, 1959 (24 F.R. 6669). 
See also DMO I-26, dated November 22, 1957, issued by the Office of 
Defense Mobilization, providing for the establishment and coordination 
of a national damage assessment program (22 F'.R. 9534). 


8. MoBILIZATION ACTIVITIES OF DHE W OrrrAtTInG AGENCIES 
For period September 1, 1958 to August 15, 1959 
PUBLIC HEALTH SERVICE 


Brief statement of principal assignments 


Research, detection, and control of communicable disease, effects of biological 
and chemical warfare against civilians, and other health hazards. Recruitment 
and training of mobile Public Health Service reserve personnel to be assigned 
to attacked areas as needed in an emergency. Bmergency restoration of commu- 
nity health facilities. 
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Mobilization activities conducted during the year 


(a) Development of resource and requirement data for health, sanitation, 
and water-supply items which would be needed during a national emergency. 

(b) Preparation of pertinent annexes to the “National Plan for Civil Defense 
and Defense Mobilization,’ such as the national health plan; national water 
plan; and national plan for chemical, biological, and radiological warfare. 

(c) Development of an operating program to assist State and local govern- 
ments establish emergency public health and medical care programs. 

(d) Participation in interagency planning activity, such as the Medical Edu- 
eation for National Defense (MEND), the Committee on Essential Survival 
Items, Emergency Resources Advisory Committee, and the Interagency Health 
Advisory Board. 

(e) Assignment of professional personnel to OCDM health services program 
on reimbursable detail. 

(f) Studies on techniques to treat drinking water contaminated with radio- 
activity and bacteriological agents. 

The Public Health Service participated actively in a large-scale survey, spon- 
sored by Office of Civil and Defense Mobilization, to determine what consumer 
end products would be needed for survival in a civil defense emergency and what 
the supply-requirements balance would be. 

Based on the survival items list, the Public Health Service, in collaboration 
with the Department of Commerce, determined, by actual surveys, national inven- 
tories of medical survival items. This data is now in process of being coded for 
the National Damage Assessment Center computers. 

Advisory committees, composed of Public Health Service professional officers, 
developed postattack per capita requirements data for each health, sanitation, 
and water-supply survival item. This information is fundamental to a deter- 
mination of deficiency areas where stockpiling is indicated. 


Standby capability 


Because of the organization and personnel system of the Public Health Service, 
there is an inherent standby capability built into its peacetime health program 
that could be readily utilized in an emergency. Standby orders to field head- 
quarters establish these offices and personnel as the health operating arm of 
the regional OCDM offices. The commissioned reserve program of the PHS lists 
4,631 professionally trained health personuel. Under the provisions of Public 
Law 875, as amended, the standby capability of the PHS is tested to some extent 
in peacetime by performing health missions during natural disasters. 


SOCIAL SECURITY ADMINISTRATION 


Brief statement of principal assignments 


Development of plans and methods for temporary financial assistance to 
injured or needy civilians; clothing for civilians in need as the result of attack; 
guidance materials for use by the States for emergency welfare and related 
survival services. 


Mobilization activities conducted during the year 


(a) Development and release to the Social Security Adminisiration district 
offices pre-positioned emergency instructions by the Bureau of Old-Age and 
Survivors Insurance. 

(b) Development of a list of survival items designed to improve the statistical 
base for making informed supply-requirements analyses of survival items in 
the welfare field. 

(c) Preparation for the expansion of mobilization assignments in the field of 
welfare in anticipation of the proposed Executive order delegating to the Depart- 
ment total welfare services in relation to feeding, lodging, clothing, registration, 
locating and reuniting families, and other emergency welfare service functions 
related to civil defense mobilization. 

(d) Preparation of an annex on “Emergency Welfare Services” to the “Na- 
tional Plan for Civil and Defense Mobilization.” 


Standby capability 


The Social Security Administration’s programs are carried out through a 
nationwide system of decentralized regional and district offices for the federally 
administered old-age and survivors insurance program and through State de- 
partments of welfare for the grant-in-aid programs. These offices and personnel 
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constitute the operating organization which would serve as the welfare arm 
of the Office of Civil and Defense Mobilization in the event of an attack upon 
the United States. 
Brief descriptions of the Social Security Administration’s standby programs 
are outlined below: 
Operating programs 
1. Temporary service and aid to citizens necessitated by enemy action or 
possibility of action and provision for civilian war benefits. 

(a) Hmergency welfare services. 

(6) Survival benefits. 

(c) Service and assistance to stranded nonresident families and 
individuals near Army installations and war industries for whom no 
other community service is available. 

(@) Assisting in relocation. 

(e) Emergency assistance to repatriates. 

2. Services and assistance to enemy aliens and others affected by restrictive 
governmental action. 

(a) To meet emergency needs of dependents of aliens interned by the 
Government. 

(b) To meet emergency needs of persons restricted by governmental 
action from continuing to live in certain places of strategic importance. 

(c) To meet emergency needs of aliens moved from another country 
to this country by our Government’s plan. 


FOOD AND DRUG ADMINISTRATION 


Brief statement of principal assignments 


Provision for extraordinary food and drug inspection and control in attacked 
areas. 


Mobilization activities conducted during the year 

None. 

Three Food and Drug Administration civil defense programs, viz, food test; 
training; and effect of biological warfare on foods and drugs were terminated 
in June 1957, for lack of funds. 


Future objectives 


Conduct training courses for Federal, State, and local food and drug officials 
and staff of the regulated industries with information on how to deal with prob- 
lems of contamination of food and drug supplies that may survive a chemical, 
biological, or nuclear attack, including decontamination procedures and radio- 
logical monitoring with technical equipment. 

Conduct a research program to determine the vulnerability of wholesale and 
retail packages of food and drugs to biological agents introduced during overt 
or covert attacks, and to determine decontamination procedures. 


OFFICE OF EDUCATION 


Brief statement of principal assignments 


Guidance for shelter and protective measures for schools and hospitals. 
Training materials in civil defense skills and behavior for school curriculum 
use, 


Mobilization activities conducted during the year 


Some staff work was continued in developing and distributing new civil 
defense educational materials for teaching the concepts of self-preservation 
against disaster, and revising already existing materials adaptable for class- 
room use, 

In cooperation with the Office of Civil and Defense Mobilization, the Office of 
Education worked out a formula whereby 200 kits of radiological instruments 
were equitably distributed to colleges and universities throughout the country. 

Appointment by the Commissioner of Education of a six-member Emergency 
Operations Committee for providing national direction and assistance to the 
States and local communities in the area of civil defense educational planning. 
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OFFICE OF VOCATIONAL REHABILITATION 


Brief statement of principal assignments 


Guidance for an integrated national program for the rehabilitation of dis- 
abled survivors and, working with other Federal departments and agencies, 
provide for extending guidance and technical assistance to State vocational 
rehabilitation agencies and other public and voluntary organizations and agencies 


concerned with the rehabilitation of disabled persons under all conditions of 
national emergency. 


Mobilization activities conducted during the year 
There was no program activity during the year due to lack of funds. 
Future objectives 


Further refinement and development of plans for the rehabilitation of disabled 
survivors. 

Develop a coordinated plan for the emergency use of rehabilitation resources ; 
develop requirements, expedients and priorities for equipment, supplies, person- 
nel and facilities required to assure minimum essential services under all 
conditions of national emergency. 


OFFICE OF FIELD ADMINISTRATION 


Brief statement of principal assignment 


Under provisions of the Federal Property and Administrative Services Act 
of 1949 (as amended), the Department allocated Federal surplus property for 
utilization by health and educational institutions. In addition, the Office of 
Civil and Defense Mobilization delegated to the Department administrative 
operation of the civil defense surplus property donation program, thus utilizing 
an existing system. To establish eligibility for receipt of surplus property 
allocations, State agencies are required to submit operating plans to DHEW. 


Mobilization activities conducted during the year 


During the past year surplus property with a Government acquisition cost of 
$48,057,819 was donated for civil defense purposes. 

A special program—‘machine tools for schools’”—was promoted for the pur- 
pose of transferring surplus machine tools to educational institutions in order 
to strengthen national defense by training workers for industry. During the 
year, 10,031 tools, with a Government acquisition cost of $17,639,545, were 
donated to educational institutions. 

These activities were financed from direct appropriations to the Surplus 
Property Utilization Division, which amounted to. $687,000 for fiscal year 1959. 


4, EmMeEerGeNcy ADMINISTRATIVE SuPPORT 


DHEW “Emergency Planning and Operations” manual.—During the past year, 
the Department initiated work on a departmental staff manual, “Emergency 
Planning and Operations.” When completed, the document will contain standby 
emergency administrative orders and instructions that will provide the authority 
and procedures for realinement of functions within the Department in order 
to carry out its responsibilities in the event of an attack upon the United States. 
In addition, the document will contain the objectives to be attained through 
current and future programing, budgetary, and other preparatory activities. 

DHEW relocation sites —As part of the Government-wide plan, the. Depart- 
ment maintains emergency relocation sites for headquarters use during test 
exercises and Operations Alert, or in the event of an actual emergency. Bach 
regional office also has a relocation site. 

OCDM retocation site-—During the year, the Department maintained a rotating 
cadre of four persons at the OCDM site for readiness training. A total of 160 
different individuals served on the DHEW cadre during this period. Other key 
officials have visited the site for shorter periods. On October 27, 1959, the Secre- 
tary approved the assignment of a full-time DHEW representative to this site. 

Interagency mobilization committees.—The Department is represented on, and 
participates in, the decisions of the Civil and Defense Mobilization Board. 
DHEW also serves on many OCDM planning committees and working groups, 
such as the Interagency Test Planning Group, the Manpower Policy Committee, 
Interagency Committee on Radiological Defense, and others. 
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5. EMERGENCY PLANNING ACTIVITIES 


Operation Alert 1959——The Department participated actively in all phases of 
the exercise. During the national relocation phase, August 24 through August 
28, DHEW was represented by approximately 100 employees from the head- 
quarters office in Washington. Following the exercise, an evaluation report was 
prepared listing significant problems of concern to the Department, with recom- 
mendations also to OCDM for joint study and solution. 

“The National Plan for Civil Defense and Defense Mobitization,.”—The 
Department’s operating agencies have participated actively in the development 
of supporting annexes to the national plan. Fifteen of the 40 annexes have been 
issued; 38 have been presented to this Department for review and comment. 

National Damage Asssessment Center—The Department has maintained 
working relationships with the OCDM National Damage Assessment Center in 
an effort to improve the quality and quantity of data for damage assessment, 
During the past year, a full-time DHEW representative was stationed at NDAC. 

Health and welfare delegations.—Last year, the committee was informed 
that Executive orders were being prepared delegating expanded civil defense 
responsibilities to the Secretary of Health, Education, and Welfare. ‘These are 
two of several proposed orders assigning mobilization functions to various de- 
partments and agencies of Government. Clearance of these orders has required 
a considerable period of time. When finally issued, the Department is prepared 
to accept the responsibilities imposed and is already developing initial plans 
for its emergency assignments in the light of the anticipated orders. The Depart- 
ment has a unique capability to do this by reason of its professional competence, 
its regional and field structure, and its relationship with State and local counter- 
parts, both public and private. 


6. CHANGES IN ORGANIZATION 


During the past year, special attention has been directed to the “tooling up” 
for assumption of full-scale responsibility under the proposed Executive orders. 
In the Public Health Service a Division of Health Mobilization was created on 
May 1, 1959. This Division is responsible for conducting a national health 


mobiliaztion program covering health services in an emergency and for providing 
guidance and assistance to the States and communities with the health and 
medical aspects of their disaster preparedness plans. 

In the Bureau of Public Assistance (SSA) a Working Group on Defense 
Planning Activities was established with the objective of orderly integration of 
eivil defense planning activities into the total Bureau structure. 


7. AVAILABILITY oF Founps ror Derense NEEps 


Since no funds are made available specifically for mobilization activities, 
except under delegations from the Office of Civil and Defense Mobilization, 
personnel, and facilities of the Department’s existing organization are utilized 
in a limited way for continuity of Government planning. 

Funds requested of the Congress for delegate agency functions during fiscal 
year 1959. were severely reduced. Allocation of OCDM funds to the Department 
totaled $80,000, as compared with planned programs for which an estimate of 
$820,000 had been made. The allowance of $80,000 was distributed as follows 
and used for limited staff supplementation : 


Emergency health services 
Hmergency welfare services 

Food and drug activities 

Field planning 

Executive direction and coordination_ 


In the matter of fund availability, the following is quoted from the Depart- 
ment’s evaluation report prepared during Operation Alert in August 1959: 

“The exercise provided headquarters and regional staffs with the best oppor- 
tunity to date to consider the nature and extent of departmental responsibilities 
in a postattack situation and to evaluate DHEW readiness to carry them out. 
DHEW functions and responsibilities have been identified and clarified and sub- 
stantial development of emergency plans have taken place at headquarters and 















































































































































































292 NINTH ANNUAL REPORT ON DEFENSE PRODUCTION 






regional levels. OPAL 1959 has made it clear, however, that if DHEW is to 
perform its emergency functions in an adequate manner, it will involve a tre- 
mendous job of training and organization of State and Federal personnel. If 
these personnel are not trained and organizationally manageable, the Depart- 
ment cannot function effectively in a postattack situation. This training and 
organization job is of such magnitude that it cannot be undertaken as an addi- 
tional duty by staff already fully committed to other functions. It will require 
special staff and more adequate financing.” 


EXPORT-IMPORT BANK 


Export-IMPorRT BANK OF WASHINGTON, 


Washington, D.C., August 21, 1959. 
Hon, PAUL Brown, 


Chairman, Joint Committee on Defense Production, 
Old Senate Office Building, Washington, D.C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


DEAR Mr. Brown: I am pleased to enclose the information pertaining to the 
operations of the Bank under the Defense Production Act during the past year, as 
requested in your letter of August 10, 1959. 

In the event any further information is desired, I shall be happy to furnish it. 

Very sincerely, 


SAMUEL C. WauaH, President. 
Enclosure. 


LENDING ACTIVITIES OF THE BPxPort-IMPorT BANK UNDER THE DEFENSE 
PRODUCTION ACT 


The Export-Import Bank was named in section 311(a) of Executive Order 
No. 10161, as amended by Executive Order No. 10281 of August 28, 1951, as the 
agency designated to make and administer all loans under section 302 of the 
Defense Production Act of 1950, as amended, where the expansion, development, 
or production so financed is carried on in foreign countries. Executive Order 
No. 10480 of August 15, 1953, which superseded the above orders, retained 
section 311 unchanged, except for inclusion of the additional authority to 
guarantee loans for expansion, development, or production in foreign countries. 
By means of the credits authorized, new sources have been provided of copper, 
ae manganese, molybdenum, and zine for the U.S. stockpile or use by U.S. 
ndustry. 

The Bank has the responsibility for all financial aspects of loans made under 
section 302 of the Defense Production Act of 1950, as amended, for activities 
carried on in foreign countries. Such loans are made by the Bank only upon a 
certificate of essentiality of the loan issued by the Director of Civil and Defense 
Mobilization or the General Services Administration. 

Funds disbursed under these loans are made available to the Bank by alloca- 
tions, from the Office of Civil and Defense Mobilization, to borrow from the 
Treasury Department under the authority contained in section 304 of the Defense 
Production Act of 1950, as amended. Amounts allocated for this purpose 
reached a maximum of $135 million on February 16, 1953, and subsequent re- 
ductions were made to $50 million on February 4, 1954, $35 million on June 20, 
1958, $27.5 million on December 23, 1958, and $25.5 million on July 23, 1959. 

Letters of understanding have been exchanged with the Director of Civil and 
Defense Mobilization and the Defense Materials Procurement Administrator, now 
succeeded by the General Services Administrator, recognizing and expressing the 
cooperative relationship existing with the Bank in the conduct of these lending 
operations abroad. 

No certificates of essentiality have been received and no new loans have been 
authorized since June 30, 1953. All defense production loans of Eximbank were 
fully disbursed as of January 30, 1957. Eximbank has disbursed $45.2 million 
and collected as repayments on these loans $16.8 million. No additional credit 
authorizations by the Bank under the Defense Production Act are contemplated 


in the future, and the operations will consist solely in the administration and 
collection of the loans already made. 
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EXIMBANK DEFENSE PRODUCTION LOANS 


Summary of lending operations 
[In thousands of dollars] 


Operations during fiscal year Unpaid 
Credits ending June 30, 1959 loan 
Country, obligor, and product Seven Co eee werent neces. ae balance 


~ loutstanding 
Amount Principal Interest June 30, 
disbursed repaid collected 


Brazil: Industria e Comercio de Minerios, 


Haiti: Cotes de Fer Corp., sisal 202.3 31.9 
Mexico’ Zine Nacional, 8.A., zinc A 
Canada‘ 

Campbell Chibougamau Mines, Ltd., 


molybdenum 
Africa, Northern Rhodesia: Rhodesia 
Congo Border Power Corp., Ltd., cop- 


per and cobalt 4, 049.6 747.0 12, 010.3 


4, 049.6 1, 501.9 28, 373.4 


1 Being that part of $71,346.3 credit authorized Sept. 4, 1952, certified to Eximbank by DMPA, $55,063,3 
of which is a direct loan by Eximbank 


2 Unpaid interest capitalized and added to indebtedness of berrower. 
Summary of operating resuite by fisval years 


Fiscal year Income Total Net 


Total 
income 


$1, 719, 772 $913, 404 
1958..........| 1,672,280 857, 223 815, 057 


6, 
176, 926 ' 1950.......-..| 1,465,377 701, 580 763, 797 
462, 294 454, 667 apenas 


639, 005 619, 967 Total..| 7,360,150 | 3,755, 143 3, 605, 007 


Estimated future liquidation 
[In thousands of dollars] 


Cumulative 
Receipts Expendi- | net expendi- 
tures ture (credit 


$692. 0 
552. 0 
402. 0 
241.5 

51.5 
1.5 


Norte.—The above tabulation presents a forecast of operations relating to the repayment of the defense 
—— loans administered by Eximbank. Although the assumption was the same as for the other 
ending agencies, namely, that no probable ultimate net cost to the U.S. Government would result, it ap- 
pears probable that a net profit of $5,676,300 will be ultimately realized upon completion of the collection 


of Eximbank’s loans in fiscal year 1965. Upon final liquidation of these loans, Eximbank will have paid all 
net income to the U.S, Treasury. 


The Bank is furthering its plans and preparations for the continuity of essen- 
tial functions and the performance of mobilization functions in the event of an 
emergency, pursuant to authority given in a letter from the Director of the Office 
of Defense Mobilization dated September 6, 1957. Accomplishments under this 
program are set out below: 

1. Establishment of a relocation site where the Bank’s indispensable records 
are stored and where, in cooperation with the Department of State, the Bank’s 
emergency functions can best be performed. 

2. Establishment of an emergency order of succession of management. 
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3. Designation of the key officials who would staff the relocation site when 
deemed appropriate to do so. 

4. Designation of the additional personnel required to support the Bank’s 
operations administratively at the relocation site in an emergency. 

5. Designation of officials responsible for liaison with the Office of Civil and 
Defense Mobilization, for the logistical aspects of emergency relocation planning, 
and for the program and functional aspects of the Bank’s emergency mission. 

6. Participation at the Bank’s relocation site in the national phases of Opera- 
tion Alert, 1958 and 1959. 


HOME LOAN BANK BOARD 


FepeRAL Home Loan BANK BOArp, 
Washington, D.C., September 9, 1959. 
CHAIRMAN, JOINT COMMITTEE ON DEFENSE PRODUCTION, 
Old Senate Office Building, Washington, D.C. 
(Attention of Mr. Harold J. Warren, clerk and counsel. ) 


Deak Mr. CHAIRMAN: In reply to your letter of August 10, 1959, the Federal 
Home Loan Bank Board submits the following summary of its operations under 
the Defense Production Act for the year ending August 15, 1959: 

1. The Federal Home Loan Bank Board (hereinafter referred to as the Bank 
Board) is responsible for the development of national security preparedness 
measures relating to savings and loan credit policies and programs. The Bank 
Board cooperates in this work with the Federal Reserve Board to the extent 
necessary to reflect Bank Board views and insure general coordination of savings 
and loan credit policies and programs with basic national policies under condi- 
tions of mobilization. Likewise, with the cooperation of the Department of the 
Treasury, it is the responsibility of the Bank Board to develop national security 
preparedness programs relating to the operations of the Federal Home Loan 
Bank System (hereinafter referred to as the Bank System). 

2. The authority from which the Bank Board derives its powers for such 
programs is Defense Mobilization Order I-22, dated March 28, 1956. 

3. Among the measures for which the Bank Board is responsible are the 
following: 

(a) Development of plans and regulations with respect to the Bank Sys- 
tem for appropriate general and selective credit controls to curb inflationary 
pressures during various types of mobilization emergencies. 

(b) Preparation, in cooperation with the Department of the Treasury, of 
plans for availability of savings and the provision for essential credit to the 
members of the Bank System under conditions of attack. 

(c) Development of plans to encourage preparedness measures by the 
members of the Bank System designed to support continuity of operations 
of the System in the event of enemy attack, including the preservation of 
essential records. 

(d) Development and maintenance of specific plans to assure the con- 
tinuity of the essential functions of the Bank System in the event of an 
attack on the United States. 

Such preparedness measures have been undertaken on a basis consistent with 
defense mobilization assumptions and objectives for the Government as a whole. 
To assure such consistency and coordinated planning, proposed programs are sub- 
mitted to the Director of the Office of Civil and Defense Mobilization or devel- 
oped jointly. 

4. Effectiveness of the programs: The Federal Home Loan Bank Board’s nine 
emergency regulations as published in the Hmeregency Federal Register (vol. 
24, OPAL 59, No. 4) are designed, among other things, to restrict withdrawals 
from savings and loan institutions and to control improper use of credit. The 
Board’s supervisory agent in each Federal home loan bank district, under these 
emergency regulations, is authorized to select and authorize savings and loan 
associations not incapacitated or made inaccessible by attack to act as paying 
and receiving agents for savings and loan associations which have been so in- 
eapacitated or made inaccessible. 

A relocation committee from the Federal Home Loan Bank Board staff, under 
the direction of the Board, planned and supervised the preparedness activities 
during 1959. The Federal home loan banks’ special committee on mobilization 
preparedness assisted materially in the development of plans for assuring the 
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continuity of the essential functions of the Federal Home Loan Bank System in 
the event of an emergency. In further cooperation with the Board, each Federal 
home loan bank has appointed a mobilization preparedness district committee to 
encourage preparedness measures by member institutions. 

The Federal Home Loan Bank Board and each of its 11 regional Federal home 
loan banks, as well as many member institutions, have established alternate 
headquarters or relocation sites and have provided for succession of officers, 
preservation of records, and for operations in the event of a national emergency. 

In June of 1959 the Federal Home Loan Bank Board published a “Preparedness 
Guidelines for Emergency Savings and Loan Operations.” Copies were issued to 
the regional Federal home loan banks and to each of the 5,000 member institu- 
tions of the Federal Home Loan Bank System. Copies were also made available 
to State savings and loan supervisors; National, State, and regional savings 
and loan leagues; and to the national office and regional directors of the Office 
of Civil and Defense Mobilization, 

“Preparedness Guidelines” sets out the responsibilities for national prepared- 
ness and suggests steps to be taken by member institutions in (1) protection 
and preservation of essential records, (2) provision for alternate headquarters 
and continuity of management, and (3) protection of personnel. 

The Federal Home Loan Bank Board participated in the national damage 
assessment program through the submission of information received from the 
member institutions of the Federal Home Loan Bank System. 

The Federal Home Loan Bank Board and its regional banks actively partici- 
pated in the 1959 national Operation Alert exercises. The Board and its regional 
banks worked in close cooperation with local and national officials of the Office 
of Civil and Defense Mobilization in an effort to carry out the defense responsi- 
bilities assigned to the Federal Home Loan Bank Board. 

5. The current need for these programs is to prepare the savings and loan in- 
dustry for defense mobilization in concert with the program of continuity of 
Government operations. 

6. The Bank Board has no programs related to small business. 

7. Major problems confronting the Bank Board in carrying out mobilization 
programs are the absence of determination and announcement by the Federal 
Government that it will— 

(a) Make available sufficient currency or its equivalent to surviving 
financial institutions, including savings and loan associations, to enable 
them to operate within the framework of such emergency regulations as have 
been and may be promulgated. 

(b) Indemnify such institutions as least against losses incurred as the 
result of nayments made, as receiving and paying agents, to holders of 
savings accounts in incapacitated or inaccessible institutions. 

(c) Sustain the Federal Savings and Loan Insurance Corporation in 
meeting its insurance obligations. 

8. Changes in mobilization planning and readiness measures to meet future 
emergencies could be improved through wider and more advanced dissemination 
of damage assessment data to field elements. 

The regional Federal home loan banks have in the past operated from their 
home offices under assumed relocation site conditions, Operation of regional 
Federal home loan banks from actual relocation sites, which is anticipated in 
the future, will be a better test of operational capability. 

9. The programs outlined in Nos. 1 and 3 above are standby programs and 
would be activated only in the event of emergency. Thus, the Board has planned 
and prepared for the continunity of its operations should an emergency occur. 

10. The Federal Home Loan Bank Board has made no organizational changes 
during the past year. 

11. Future objectives: 

(a) Finance: A proclamation, an Executive order, or the establishment of 
a new corporation which would provide for solvency and indemnification 
by the Federal Government of all financial institutions during an emergency. 

(b) Physical safety: The structure of buildings presently occupied by 
the Bank Board at its relocation site would not withstand attack conditions. 
Operational capability would be improved by construction of specially de- 
signed attack-proof buildings or shelters; provision of adequate emergency 
supplies, such as food, water, and medical supplies; consideration of the 
welfare of families of personnel assigned to relocation sites during an 


emergency; and wider cooperation and coordination of Federal, State, and 
local facilities. f 
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(c) General: Emphasis will be made on the permanent or continuing 
nature of mobilization preparedness and on wider participation in pre- 
paredness planning by member institutions of the Federal Home Loan Bank 
System. 

The Bank Board will continue to encourge the resolving by the Federal 
Government of questions relating to the economic stabilization of the Na- 
tion—particularly recommending that provision be made for guarantees of 
solvency and indemnification by the Federal Government of all financial 
institutions during emergency periods, 

Greater progress could be attained with respect to economic stabilization 
financial) if each Federal home loan bank had representation on the re- 
spective regional boards of the Office of Civil and Defense Mobilization. 

In the near future all levels—department and field—should be fully in- 
formed and capable of operating from relocation sites in a unified program. 

12. Up to the present time it has not been necessary for the Board to request 
a special authorization of funds for defense aeeds. Funds to date for these 


expenses have been obtained directly or indirectly from the Savings and Loan 
Industry. 


Very truly yours, 


Harry W. CAULSEN, 
Secretary. 


HOUSING AND HOME FINANCE AGENCY 


Housing AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 4, 1959. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
Old Senate Office Building, Washington, D.C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


Deak Mk. CHAIRMAN: This letter is in response to your request of August 10, 
1959, for a summary of the mobilization activities of the Housing and Home 
Finance Agency for the past year. We assume that in accordance with estab- 
lished precedent the joint committee desires the Agency’s report to include all 
major defense mobilization and civil defense activities carried on by the Housing 
and Home Finance Agency 

The Housing and Home Finance Agency’s authority in these areas is derived 
from Defense Mobilization Order I-14, issued by the Office of Defense Mobiliza- 
tion on November 26, 1954, and the responsibilities assigned to the Agency by the 
Federal Civil Defense Administration under FCDA Delegation No. 2, dated 
August 19, 1954, as clarified in a memorandum of understanding between the 
Federal Civil Defense Administration and the Housing and Home Finance 
Agency signed January 23, 1957. Since the issuance of DMO I-14 and FCDA 
Delegation No. 2, the Office of Defense Mobilization and the Federal Civil 
Defense Administration have been merged to form a new Agency designated 
as the Office of Civil and Defense Mobilization. The delegations of authority 
and responsibilities previously issued have been continued in effect by the 
Director of the Office of Civil and Defense Mobilization. 

The Administrator is responsible for the development and administration of 
measures relating to housing and those community facilities for which the 
Agency has responsibility. This includes programs for the construction, repair, 
rehabilitation, and management of housing; determination of requirements and 
resources therefor; development of a locally administered billeting program ; 
guidance to States and communities as to standards and priorities for emer- 
gency lodging and housing programs; plans for the selection, acquisition, develop- 
ment and disposal of sites for housing, related service buildings and community 
facilities for new, restored or relocated communities; restoration of emergency 
community facilities ; determination of the requirements and resources therefor ; 
plans for the control and allocation of building materials and equipment for 
housing construction and community facilities; programs for financing and allo- 
cation of housing and financing community facilities; participation in an ad- 
visory capacity in the development and administration of a general economic 
and financial stabilization program (including rent and real estate price con- 
trols), and plans to insure the continuity of essential HHFA functions. 
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In view of the continued state of tension throughout the world, the need for 
developing a state of operational readiness is evident. The ratio of damage to 
and destruction of housing and community facilities because of their immobility 
will be appreciably greater than the rate of casualties among the population. 
It appears, therefore, that the programs of the Housing and Home Finance 
Agency are essential and an integral part of the overall plan for national survival. 

In the past year the Agency has made some progress in the accomplishment 
of its responsibilities. The principal ones are as follows: 

1. The Housing Agency was able to prepare two plans: (@) A plan for 
emergency lodging and billeting; and (bd) a plan for a part of the emergency 
housing construction program. 

2. A housing annex to the National Plan for Civil Defense and Defense 
Mobilization was prepared. 

3. Meetings were conducted in each HHFA region to inform and instruct 
the Agency’s field staffs and executive reservists of the latest developments 
and preparations in civil defense fields. 

4. The Executive Reserve Corps of the Agency was increased to 24 mem- 
bers by the appointment of four additional reservists. 

5. A permanent staff was designated to serve at the OCDM classified 
relocation site as ordered by the President. This staff (the Director of 
the Defense Planning Branch plus professional personnel from constituent 
agencies on 4 ¢ctation basis) has maintained an on-duty status 7 days a 
week, 24 hours per day. 

6. Delegations of authority were issued and operational instructions are 
under preparation for predispositioning in the field for use in a civil defense 
emergency. 

The Housing Agency has cooperated with OCDM in the development of pro- 
grams for the provision of emergency shelters. The Federal Housing Admin- 
istration has issued instructions providing for the financing of bomb shelters 
under the provision of title I of the National Housing Act. The Urban Renewal 
Administration has issued instructions to the effect that the costs of public 
fallout shelters in urban renewal projects found by local public agencies to be 
necessary for carrying out the projects which the shelters will serve may be ac- 
ceptable as noncash local grants-in-aid, provided that the structures meet stand- 
ards acceptable to the Office of Civil and Defense Mobilization, and subject to the 
usual requirements for determining the eligibility of specific facilities and for 
approprate prorations where other areas will also be served. 

Nothwithstanding the progress detailed above, much remains to be done for 
the Housing Agency to achieve a'state of operational readiness. Further detailed 
planning is required in connection with the following projects: 

1. The organizational structure for the headquarters office and field down 
to the lowest operational level must be devised, including staff requirements, 
regulations, procedures, etc. 

2. A program must be developed for the urgent repair of damaged hous- 
ing and for the construction of new housing. 

8. A program must be prepared for the urgent restoration and repair 
of emergency community facilities and the installation of new facilities. 

4. Studies must be conducted on economic stabilization measures pertain- 
ing to real estate credit controls and rent stabilization. 

5. Regulations and procedures must be developed in connection with the 
allocation of housing and community facilities materials and equipment. 

6. Courses and seminars must be conducted for the training of the staffs 
of our own Agency, the executive reservists, and related segments of the 
State and local civil defense organizations. 

The regular appropriations for the Housing and Home Finance Agency do not 
cover the civil defense and defense mobilization functions. The two technical 
plans completed in the past year (the plan for emergency lodging and billeting 
and the plan for emergency housing construction) were developed pursuant to 
a special agreement with OCDM which provided HHFA with $60,000 for their 
accomplishment. The Agency will, however, need additional staff if it is to 
undertake the remaining programs described above. Unless funds are reecivéd 
to cover the costs, the Housing Agency will not be able to complete its civil 
defense and defense mobilization assignments. 

Sincerely yours, 


Norman P, Mason, Administrator. 
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ATOMIC ENERGY COMMISSION 


U.S. Atomic ENErRcy COMMISSION, 
Washington, D.C., September 15, 1959. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. Brown: This is in reply to your August 10, 1959, letter to Chairman 
McCone which requested a brief summary of the operations of the Atomic Energy 
Commission for the past year under the Defense Production Act. This report 
is to be included in the Ninth Annual Report of the Joint Committee on Defense 
Production to the Congress. 


PRIORITIES AND ALLOCATIONS 


The Business and Defense Services Administration (formerly NPA) Delega- 
tion 2, as amended, July 27, 1951, delegated (with power of redelegation) priori- 
ties and allocations authority to the Atomic Energy Commission. The delegation 
authorized the AEC to apply ratings and allotment numbers, as appropriate, on 
orders for delivery of products and materials needed for the accomplishment of 
approved programs ; to assign to others (contractors) the right to use ratings and 
allotment numbers on purchases for the account of the AEC; and to provide 
priorities and allocations assistance to other ANC contractors, except suppliers 
of electric power services, for use in connection with certain procurement for 
their own account. 

The rules and regulations issued by BDSA require identification of all purchase 
orders for materials needed to meet AEC contracts and subcontracts. This re- 
quirement is mandatory and not optional. Accordingly, rated orders or author- 
ized controlled materials orders, as appropriate, are used for all procurement by 
or for the account of the AEC of products and materials that are subject to the 
provisions of the priorities and allocations system. 

DX ratings are used to identify orders for those programs designated as 
eligible for DX program rating by the Director of the Office of Civil and Defense 
Mobilization (OCDM) and DO ratings are used for the other AEC programs. 

The priorities and allocations system is administered within the AEC in accord- 
ance with AKC priorities and allocations series bulletins and supplements issued 
to all offices and divisions, headquarters, and to managers of operations. These 
bulletins establish basic AEC policies and procedures and implement BDSA 
policies and procedures. 

The ABC contractors develop estimates of controlled materials which are 
reviewed for reality and time phasing by the operations offices prior to submittal 
to headquarters. Headquarters coordinates the program and presents the AEC 
requests for allotments to OCDM. 

Upon receipt of the allotments from OCDM, distribution is made to operations 
offices and other elements of AEC that are responsible for placing delivery orders 
for products and materials for AEC programs, 

Allotment accounts are maintained throughout the AEC to assure that allot- 
ment usage does not exceed the allotments received. 

Under DMS, the AKC is the claimant agency before the OCDM for allotments 
of controlled materials for its own programs, and by designation from OCDM 
and BDSA, the ABC is also the claimant agency for the Canadian atomic 
energy program. The BDSA is the allotting agency for the latter program. 

The priorities and allocations system has been extremely helpful in providing 
preferential treatment to AEC orders for materials and products. However, 
oceasions do arise when the AEC or its contractors experience difficulties in 
placing orders or in obtaining required deliveries on schedule. In such cases, if 
AEC efforts to resolve the problems involved are unsuccessful, special assistance 
is requested from BDSA. In rendering this assistance, BDSA may issue a 
specific DX rating or directive on the supplier. 


ASSISTANCE TO SMALL BUSINESS 
Authority 
AFC has established small-business policies and program requirements in or- 
der to discharge its responsibility to small business pursuant to the authority of 
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the Small Business Act and the Defense Production Act of 1950, as amended. 
Since AEC is concerned with the construction and operation by cost contractors 
of chemical and metallurgical plants and research facilities of various types, the 
AEC small-business program, while it includes prime contracts, is focused pri- 
marily on the subcontract actions of its cost contractors. 


Summaries of activities 


AEC operations and contractor purchasing offices continue to maintain and 
operate small-business programs, as required by AEC policies, to insure that 
small business receives a maximum practicable opportunity to participate in 
procurements that are suitable for small business. The maintenance of a coop- 
erative working relationship with the Small Business Administration is an 
important feature of AEC small-business programs. The continued effective 
operation of these programs has been ascertained through periodic management 
reviews, quarterly small-business reports of purchasing office activities and quar- 
terly statistical reports of prime and subcontract awards to small business. 
The names of a substantial number of additional small-business suppliers of 
goods and services are continually being added to the source lists of AEC opera- 
tions and contractor purchasing offices. Small-business concerns are participat- 
ing in a majority of the contract actions which are suitable for small business 
and are receiving a substantial number and dollar volume of the related sub- 
contract awards. In fiscal year 1959, 42 percent of the $571.1 million total 
AEC subcontract dollars went to small business. This represents an increase 
over the 39.3 percent figure for fiscal year 1958, 


V-loan program 


During fiscal year 1959 the AEC extended for 1 year the maturity of a guar- 
anteed loan. The same AEC guarantee subsequently was superseded by a guar- 
antee by the Department of the Navy, since the Navy then had a predominant 
interest in the borrower’s uncompleted defense contracts. On June 30, 1959, 
the AEC had only two outstanding V-Loan guarantees. Both are facilities loans, 
one with unliquidated balance of $1,996,631 with a 70-percent guarantee, the 
other with a balance of $955,141 and a 95-percent guarantee. Both are being 
liquidated according to schedule. 


Accelerated tax amortization 


The Office of Civil and Defense Mobilization refers to AEC for evaluation and 
comment certain applications and other matters relating to certificates of neces- 
sity. During fiscal year 1959 AEC commented to OCDM on six such matters. 


MOBILIZATION READINESS ACTIVITIES 


AEC augmented its participation in the Office of Civil and Defense Mobiliza- 
tion activities, both at the regional and the headquarters levels. Representation 
on regional Civil and Defense Mobilization Boards was formalized and one of 
the AEC Commissioners was designated to represent AEC on the national Civil 
and Defense Mobilization Board. 

The agency assisted in the development of the national plan for civil defense 
and defense mobilization and various annexes thereto, participated with other 
agencies in the modification of Federal emergency plans and implemented 
changes to plans within AKC. Internal standby instructions were issued based 
on emergency standby regulations and orders of the Office of Civil and Defense 
Mobilization and the Business and Defense Services Administration. 

Representation was provided on interagency committees which planned for 
all phases of Operation Alert 1959. Emergency operations plans were tested 
from AEC field and headquarters relocation centers as part of this exercise. 

Mobilization base planning was maintained on a current basis by the addition 
of alternate suppliers to the mobilization base planning list. 

Adjustments were made in the number of AEC-owned machine tools reported 
to the defense mobilization production equipment inventory to reflect additions 
of idle tools eligible for retention and withdrawals of tools required for im- 
mediate use. Surplus machine tools and production equipment were reported to 
OCDM and upon selection for inclusion in the national industrial equipment 
reserve were made available tu the Department of Defense for this purpose. 


48406—60——_20 
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Additional data was furnished to the National Damage Assessment Center 
thereby increasing twofold the list of AEC installations and key suppliers on 
file with the NDAC. This will enable AEC to obtain basic information about 
these installations and suppliers, in the event of a real or simulated attack. 

Sincerely yours, 
JOHN A. DERRY, 
Director, Division of Construction and Supply. 


SMALL BUSINESS ADMINISTRATION 


SMALL BUSINESS ADMINISTRATION, 
Washington, D.C., September 18, 1959. 
Hon, PAvuL Brown, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D.C. 
(Attention of Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. Brown: Thank you for your letter of August 10, 1959, with regard 
to the Ninth Annual Report of the Joint Committee on Defense Production. I 
am happy to have the opportunity to submit the enclosed report of this agency’s 
activities relating to the administration and execution of the mobilization 
program. 

This agency is aware of the importance of small business in a successful 
defense mobilization program and is making every effort, within our present 
legislative authority and programs, to encourage small-business enterprise to 
make the greatest possible contribution toward the objectives of the Defense 
Production Act. Also, we are constantly bringing the role that small business 
must play, in case of emergency, to the attention of those agencies having the pri- 
mary responsibility for the planning of the defense mobilization program. 

Sincerely yours, 
WENDELL B. BARNES, 


Administrator. 
Enclosure. 


REPoRT ON ACTIVITIES OF ADMINISTRATION AND EXECUTION OF MOBILIZATION 
PROGRAM, SEPTEMBER 15, 1959 


INTRODUCTION 


In the foreword to the Small Business Act, the Senate Select Committee on 
Small Business stated: * * * “Congress has now made it clear that independent 
small-business enterprises are to be considered as one of this Nation’s invaluable 
resources—as essential to our strength as are our fertile farmlands, timber, 
mines, and waterway systems.” Conservation of resources requires care and 
vision. Technical and managerial proficiency are not patented skills—-they re- 
quire development and expanding. 

As time and progress advance, so must small business accommodate its basic 
structure and planning to the requisite of the space age. The intricate elements 
of military preparedness place greater and greater demands on the industrial 
complex of the Nation, and with assistance and guidance, the small-business 
community can and has met this challenge. The Small Business Administration 
is ever mindful of its responsibility to small business and to the Nation. 


CIVIL DEFENSE AND DEFENSE MOBILIZATION PROGRAM ACTIVITIES 


Responsibility 


The Administrator of the Small Business Administration is responsible for de 
veloping and recommending plans and programs designed to assure the maximum 
utilization of the productive facilities and capabilities of small-business concerns 
in carrying out mobilization programs, including mobilization under the condi- 
tions of an attack on the United States. 

Specifically the Administrator will— 

(a) obtain information on the productive capabilities of small business to 
contribute to mobilization programs; 

(b) consult and cooperate with other delegate agencies in developing 
mobilization plans and procedures designed to plan the productive facilities 
of small business to bear on mobilization requirements; 
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(ec) assist other delegate agencies in providing guidance and leadership 
to small business in taking necessary actions to insure their ability to par- 
ticipate in mobilization readiness programs ; 

(d@) develop and maintain specific plans to assure the continuity of the 
essential functions of the Small Business Administration in the event of an 
attack on the United States; 

(e) Cooperate with the Office of Civil and Defense Mobilization in de- 
veloping a method of assessing damage sustained by the small business 
productive facilities of the Nation in the event of an attack and the capabil- 
ity remaining available for mobilization purposes ; and 

(f) Counsel small business on financing war production, conversion to 
war production and essential civilian activities. Also make loans to small 
business to finance business construction, conversion, or expansion; to 
finance the purchase of equipment, facilities, machinery, supplies, or ma- 
terials ; and to supply working capital. 


Continuity of direction and control of the Small Business Administration 


During the past fiscal year, the Office of Organization and Management, Small 
Business Administration, has placed great emphasis on phases for the preserva- 
tion of continuity of control and direction of the Agency, and for integrating 
defense plans and functions into the existing Small Business Administration 
structure. This policy has resulted in the continuous review of the Small 
Business Administration standard operating procedure, with appropriate changes 
thereto when necessary. 


Program philosophy 


The Small Business Administration’s program philosophy has been, and con- 
tinues to be, one in which planning must include consideration to— 
(a) Assure continuous leadership, authority, and responsibility for exec- 
utive control and direction ; 
(b) Inerease organizational effectiveness during an emergency; and 
(c) Facilitate the reestablishment of functions suspended because of 
emergency conditions. 


Lines of succession 


Emergency lines of succession have been established with proper delegations 
of authority. Predesignation to hardened site of key personnel, whose position 
responsibility has been determined to be vital to emergency operations, has been 
made, and personnel concerned have been so informed. 


Pre-position of vital records 


To facilitate reestablishment. of normal operations, copies of all records con- 
sidered vital have been and continue to be pre-positioned at the Agency’s site. 


The National Civil Defense and Defense Mobilization Plan 


The National Civil Defense and Defense Mobilization Plan, with certain re- 
lated annexes, has been received in final form. It will be necessary to make 
changes in the Small Business Administration’s standard operating procedure 
in order that it will be subordinate to, and compatible with, the national plan. 


Damage assessment program 


The Small Business Administration has been cooperating on a continuous basis 
with the Office of Civil and Defense Mobilization in the development and opera- 
ition of a damage assessment program. The method in development allows a 
reasonable determination of enemy capability for destruction, comparison of 
methods for reducing casualty and property defense, and estimating damage 
‘rapidly after an actual attack. 

While the representative of the Small Business Administration is primarily 
concerned with small business as an important part of the mobilization base, he 
-also supplies technical assistance to regular personnel of the Office of Civil and 
Defense Mobilization. The Small Business Administration field offices supply 
data with required specific small business firms from the facilities inventory 
on a regular basis. Geographical location, in accordance with the universal 
transverse mercator grid system, is determined by half of the Small Business 
Administration field offices. 


Committee representation 


The Small Business Administration is represented on committees of the Office 
of .Civil and Defense Mobilization, including those concerned with planning and 
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programing for Operation Alert exercises. The Small Business Administration 
has a representative on a continuous basis at the Office of Civil and Defense 
Mobilization’s reiocation site both for routine operations and for briefing of 
Government officials as to the programs of the Small Business Administration. 


Projected plans for fiscal year 1960 


In order to maintain the standard operating procedure on a current basis, in 
accordance with various directives and issuances of the Office of Civil and De- 
fense Mobilization, it will be necessary to review all issuances and make changes. 
as required. 

A complete revision of the standard operating procedure for the Small Busi- 
ness Administration’s relocation program will be made during fiscal year 1960. It 
will be designed to provide officials with information as to their responsibilities 
and the Sma}l Business Administration’s role in planning for, and in operating 
during, a civil defense emergency. 

It will outline the general plan for organization and operations of the Small 
Business Adnainistration, as a whole, under emergency conditions, and will pro- 
vide policy and guidelines for emergency planning and conduct of administrative 
management, radiological monitoring, evacuation, and other activities. 

It will also set forth the essential functions and overall emergency plan of 
the Washington office and the regional offices. It will serve as the basis for pro- 
jected emergency planning efforts and test exercises, and, in the event of an 
actual emergency, shall constitute the basic plan of action for the Agency. 

It is realized that continued functioning of the Small Business Administration 
in time of emergency will depend, in a large part, on how well each individual 
and office understand and is prepared to carry out emergency assignments. To 
this end, the revision will be directed, 

Under the provisions of the continuity of Government program, whereby depart- 
ments and agencies relocate to predetermined sites, the Small Business Adminis- 
tration’s objective for fiscal year 1960 is designed to provide safer facilities in 
which its officials can carry on their emergency responsibilities. With the hard- 
ened site in the “approved for modification and construction stage,” efforts 
will be directed toward improving our relocation site. 

The degree of protective construction will be geared to providing the existing 
facility with maximum radioactive fallout protection. 

Present communications equipment consists of leased teletype connecting the 
Office of Civil and Defense Mobilization classified site and other agencies in the 
relocation arc; commercial teletype, broadcast leased line, and commercial tele- 
phone. In fiscal year 1960, it is hoped that this system will be implemented by 
a radio backup network, or at a minimum, a manual operating key capability. 
Cryptographic equipment for transmitting and receiving classified messages has 
already been installed at the national site. However, we expect to improve this 
system by installation of automatic equipment. 

The Small Business Administration’s training and education program has two 
major objectives : 

(a) Training of officials for survival and operations in emergencies ; and 
(b) Training in radiological, chemical, and biological warfare defense. 

In addition, all employees and their dependents will be instructed on survival 
actions and the effects of nuclear weapons. This work will be carried on through 
distribution of printed information and instructions published in an agency 
information digest. 

Increased emphasis will be placed on attendance of specialized training courses 
offered by the Office of Civil and Defense Mobilization at Battle Creek, Mich. ; 
Brooklyn, N.Y.; and Olney, Md. 

Participation in training exercises designed to test, evaluate, and further 
develop the proposed emergency plans will be encouraged. 

A formal program of briefing is envisioned. The objectives of these briefings 
will be threefold: 

(a) To inform officials of current nonmilitary defense activities : 

(ob) To emphasize primary agency programs in accordance with estab- 
lished policy; and 

(c) To stimulate individuals, office directors, and other to participate in, 
and support projected mobilization activities. 

The objective of the Small Business Administration’s radiological defense pro- 
gram will be to reduce the number and degree of casualties among our employees, 
and to remove or to limit radiological contamination as it would affect operational! 
efficiency of personnel at our relocation sites. It is realized that this efficiency 
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will depend on the prompt, accurate analysis of the radiation hazard and the 
proper use of countermeasures; therefore, an extensive training program 
through the use of qualified trained instructors will be established. To support 
the instructional staff throughout the Agency, additional radiological equipment 
will be procured. 
Efforts to recruit and train executive reservists, at all levels, will be continued. 
The training program will be further developed and will consist of— 
(a) Orientation in the overall organization and program of the Office of 
Civil and Defense Mobilization ; 
(b) Familiarization of the Small Business Administration’s defense mo- 
bilization program ; 
(c) Explanation and training in their respective responsibilities; and 
(d@) Participation in alert exercises. 


THE SMALL BUSINESS ADMINISTRATION LIAISON OFFICERS WITH THE DEPARTMENT OF 
DEFENSE AND FEDERAL CIVILIAN AGENCIES 


Department of Defense 


A Small Business Administration representative is assigned to the Department 
of Defense to help achieve greater coordination of the two agencies’ small busi- 
ness programs. The Small Business Administration representative, who serves 
as the Administrator’s spokesman at the secretarial level of Department of 
Defense and military services, reviews current and proposed procurement regula- 
tions, and initiates, inaugurates, and suggests new and different ideas on procure- 
ment regulations and policies which will be beneficial to small business. An 
example was the release of Armed Services Procurement Regulations, containing 
the Department of Defense’s small business program, which incorporated provi- 
sions implementing the additional legislation contained in the Small Business Act 
and prvoided for small business set-asides on classes of items. Defense officials 
have given this liaison officer excellent cooperation and his participation at the 


Defense Department’s policy level has resulted in other changes beneficial to 
small business. 


Civilian agencies 

A liaison coordinator is assigned to civilian departments and agencies with 
small business procurement authorities and property sales and disposal pro- 
grams. This liaison representative participates in conferences and consults 
with key officials of civilian Government agencies with respect to small business 
participation in proposed procurements and property sales of these agencies. 


O fice of Civil and Defense Mobilization 


The Small Business Administration is cooperating closely with the Office of 
Civil and Defense Mobilization and other Federal agencies in plans for mobi- 
lization and management of resources and production in event of a national 
emergency. The Administrator is a member of the Civil Defense and Defense 
Mobilization Board, which has a special interest in planning emergency measures 
to maintain the financial system and national monetary and credit structure, 
and to insure optimum use of small business in producing material for recovery 
and retaliation. The Small Business Administration is represented on inter- 
agency committees concerned with periodic testing of mobilization plans and 
programs of Federal, State, and local government agencies, and with develop- 
ment and operation of a program to inform Government units of availability 
of productive resources remaining after attack. 


PROCUREMENT AND TECHNICAL ASSISTANCE ACTIVITIES 


In the Small Business Act, as amended, Congress strengthened the procure- 
ment set-aside procedure, and the Small Business Administration initiated ap- 
propriate steps to place the legislative changes in effect. 

Congress also empowered the agency with additional authorities and respon- 
sibilities in the field of research and development, leading to establishment by 
the Small Business Administration of a Research and Development Division 
and a broadening of the agency’s activity in this area. 

Congress further directed the Small Business Administration and other Gov- 
ernment agencies to work cooperatively to assure that the proportion of sales 
to small business of Government real and personal property will represent the 
“fair share” of property sold by the Government. The Agency has developed in 
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cooperation with the Forest Service, Department of Agriculture; and the Bu- 
reau of Land Management of the Department of the Interior, a program of small 
business set-asides, for the sale of Federal timber from Government-owned forest 
lands. The groundwork is now being laid with the General Services Admin- 
istration and the Department of Defense for small business set-asides on Govern- 
ment surplus property. 

The effectiveness of the agency’s assistance to small business firms is illus- 
trated by a study made of one of its programs, that of granting certificates of 
competency. During the period August 1953 through June 1959, 553 certificates of 
of competency were issued to small business firms covering contracts amounting 
to approximately $88,600,000, contracts which would not have been awarded 
to these small business firms without this action. Because the certificates of 
competency resulted in these contracts being awarded to the low bidder, the 
study indicated that they saved the Government an estimated $8,200,000. In 
addition, 219 applications for certificates of competency, amounting to approxi- 
mately $57 million, were withdrawn and the award made to small business 
concerns because favorable Small Business Administration survey evaluations 
convinced contracting officials that certificates of competency were unnecessary. 
Indicative of the care used by the agency in evaluating firms for certificates of 
competency is the fact that of the 553 issued, only 16 contracts have been termi- 
nated by the Government for default due to the firms being unable to perform 
satisfactorily. 

Exhibit A summarizes the progress and accomplishment of the Small Business 
Administration for fiscal years 1957, 1958, and 1959, and gives the cumulative 
totals since the beginning of the agency in August 1953. In brief, for fiscal 
year 1959: 

(a) 22.388 procurements valued at $1,142,625,361 were jointly set aside for 
competitive award to small business firms; 

(b) More than 3,800 calls and visits were made to prime contractors to de- 
velop subcontract opportunities for small business firms; 

(c) More than 88,500 other cases of procurement assistance to small firms 
were handled by field offices ; 

(d@) 121 certificates of competency were issued to small business firms, assur- 
ing them of receiving contracts totalling $23,234,060; 

(e) 87 set-asides for small business totalling $3 million were made on sales 
of Government-owned timber during the last 2 months of the fiscal year; 

(f) 1,814 plant visits by the Small Business Administration engineers were 
made to follow up on certified contracts ; 

(g) 2,505 cases of production, specifications and materials, and equipment as- 
sistance to small business grms were handled; 

(h) 4,005 cases of assistance were rendered in connection with products ex- 
pansion and diversification ; 

(i) 4,428 appraisals were made on collateral for new loans, liquidations, or 
sales ; 


(j) 2,515 eases of technical consultation were rendered in connection with 
the financial assistance program; 

(k) 2,375 cases of assistance were given in the property sales and disposal 
program during the last half of the fiscal year; 

(1) 1,573 cases of research and development assistance were handled in the 
last 6 months of the fiscal year. 


Procurement assistance to small business 


The significance attached to the Small Business Administration procurement 
assistance is reflected in the January 3, 1959, report of the Select Committee on 
Small Business, House of Representatives, which states: “In this committee’s 
opinion, the overall procurement assistance program is as important to the 
small business concern as the financial assistance program.” 

The Small Business Administration has continued to strengthen its programs 
of providing assistance to small business concerns to participate in purchase and 
contracts for supplies and services for the Government. 


Joint procurement set-asides for small business concerns 


Procurement authorities, both in the Small Business Administration and in 
other Government agencies, recognize that this program is far from reaching its 
full potential. The basic problems continue to be (1) coordinating small business 
programs with the primary responsibility of the purchasing offices, and (2) 
providing adequate coverage at purchasing offices. 
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During fiscal year 1959, Government purchases totaling $1,142,625,361 were 
jointly set aside by the Small Business Administration in cooperation with Gov- 
ernment purchasing offices for competive award to small business concerns. 
This is the greatest dollar value of purchases set aside for small business for 
any fiscal year since the beginning of the Agency. During fiscal year 1958, 
purchases totaling $1,062,454,031 were jointly set aside for small business. A 
comparison of results achieved by the joint set-aside program during fiscal years 
1954 through 1959 are shown in exhibit B. As disclosed in exhibit B, there has 
been a pronounced increase in the amount set aside for small business firms, 
from $248 million in fiseal year 1954 to $387 million in fiscal year 1955, to $498 
million in fiscal year 1956, to $744 million in fiscal year 1957, to $1,062 million 
in fiscal year 1957, and to $1,148 million in fiscal year 1959. Hxhibits C and D 
also illustrate the progress made in this program. 

The joint set-aside program is carried out by the Small Business Administra- 
tion in cooperation with those Government agencies which account dollarwise 
for most of the Federal Government’s purchases. The results of the program 
with each agency is shown in exhibit BE. 

Section 15 of the Small Business Act, as amended, empowers the Small Busi- 
ness Administration and Government contracting officers to set aside proposed 
procurements for competition among small business concerns when such action 
is (1) in the interest of maintaining or mobilizing the Nation’s full productive 
capacity; (2) in the interest of war or national defense programs; or (3) in 
the interest of assuring that a fair proportion of the total purchases and con- 
tracts for property and services for the Government are placed with small busi- 
ness concerns. 

To carry out the joint set-aside program, the Small Business Administration 
has assigned representatives to those major Government purchasing offices which 
can be serviced with the available manpower. There, in cooperation with pro- 
curement officials, they screen proposed purchases and jointly determine whether 
small firms can supply the items or services, and evaluate the small business 
competition. When the Small Business Administration representative ascer- 
tains that sufficient small business competition can be obtained, he initiates ac- 
tion for the procurement to be totally or partially set aside for competitive award 
to small business concerns. If this request is denied, in accordance with pro- 
visions of the Small Business Act, as amended, the action may be appealed to 
the Secretary or head of the agency or department involved. 

When an entire procurement is reserved for small business firms—that is, set 
aside for exclusive award to small businesses—bids received from large business 
concerns are considered as non-responsive. Where only part of a proposed pur- 
chase is set aside for small business, small firms compete with al! other busi- 
nesses that bid on the contract, large and small, for the non-set-aside portion of 
the procurement in order to be considered for negotiation of the set-aside por- 
tion, the bid entered by a small business firm must be within 120 percent of the 
highest unit price at which the award is made for the non-set-aside portion. 
Negotiation is then conducted with the small business firms which are deter- 
mined to be responsive and which qualify under the 120 percent rule, beginning 
with the firm which submitted the lowest bid on the non-set-aside portion. 
When only one award is made on the non-set-aside portion, the set-aside portion 
must be awarded at the same unit price. When the non-set-aside portion results 
in multiple awards, the set-aside portion is awarded at a unit price equal to that 
of the highest price awarded on the unrestricted portion. 

The small business set-aside program is believed to be the only means of 
assuring that small firms will be awarded contracts. The program further serves 
to strengthen the national economy inasmuch as it broadens the procurement 
base for the Government by encouraging small business participation in Govern- 
ment contracts. Experience also indicates that increased small business com- 
petition frequently lowers the price for a product or service and results in a 
savings to the Government. 

Since the start of the Small Business Administration joint procurement set- 
aside program in August 1953, procurements valued at $4,062,208,070 have been 
earmarked for competitive award to small business concerns. The net effect of 
this program is cumulative when considered in the light that each dollar ex- 
pended on a Government contract has a multiplying effect in promoting further 
employment, further demands for consumer goods and services and increased 
well-being in the community and national economy. 
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Three changes made by the Congress in the Small Business Act should increase 
the effectiveness of the joint procurement set-aside program. 

The first of these established an additional basis for small business set-asides 
that they can be made “in the interest of assuring that a fair proportion of the 
total purchases and contracts for property and services for the Government are 
placed with small business concerns,” Formerly, small business set-asides could 
be made only “in the interest of maintaining or mobilizing the Nation’s full 
productive capacity,” or “in the interest of war or national defense programs.” 

The second legislative change authorized the setting aside for small business 
of classes of awards or contracts. Formerly, set-asides could be made only on 
.individual procurement actions. 

The third change provides that whenever the Small Business Administration 
and a purchasing agency fail to agree on a proposed set-aside, the matter shall 
be submitted for determination to the Secretary or head of the department or 
agency by the Administrator of the Small Business Administration. 

The first change, broadening the basis for small business set-asides, was put 
into effect by the Small Business Administration and co-operating purchasing 
agencies immediately after the President signed the amended Small Business Act. 

The first class set-aside was made by the Post Office Department and the Small 
Business Administration on October 7, 1958. Since then, class set-asides have 
been made with the other cooperating purchasing agencies. 

The provision for submission of disagreements to the Secretary or head of a 
procuring agency also has been made effective by the military services and the 
Federal civilian agencies which carry on the joint set-aside program. 

In its report on small business participation in Government procurement, the 
Select Committee on Small Business of the U.S. Senate stated: “The set-aside 
procedure, has undoubtedly, been a major deterrent to the trend toward greater 
use of large firms * * * It is inconceivable that the set-aside procedure, in light 
of the new provisions and in light of the success already achieved, could well be 
the instrument through which small concerns will regain a more equitable portion 
in the defense contract program.” 

In addition to carrying on the set-aside program, the Small Business Ad- 
ministration representatives, at the procurement centers, counsel owners and 
officers of small concerns in selling to all Government agencies. They also assist 
specific small business concerns to obtain an opportunity to bid on various pro- 
curements of which they otherwise would be unaware. 


Guiding small firms to areas where competition is needed 


A program which supplements that of restricting procurements for award to 
small business concerns is that of increasing small business competition on 
Government purchases that in the past have involved few or no bids from small 
business firms. 

When the Small Business Administration representatives learn that an item 
or service can be supplied by small business firms, but that there has been little 
or no competition from them, they arrange for the Small Business Administra- 
tion field offices to locate competent suppliers for the particular item or service 
and purchasing office. All essential data and information concerning the item or 
service, including drawings and specifications, are forwarded to the Agency’s 
field offices in order that the Small Business Administration engineers and in- 
dustrial specialists may match this basic information with the Agency’s facilities 
register to find small firms competent to supply the item or service, and who wish 
to bid. 

This action increases small business competition, broadens the industrial base, 
and frequently results in a better price to the Government because of greater 
competition. It also increases the number and variety of items and services on 
which joint set-asides for small business firms may be made. 


Inventory of small plant facilities 


An inventory of small business productive facilities is maintained on a de- 
centralized basis in the field offices. Small companies interested in registration 
are furnished a questionnaire on which they list facilities and other pertinent 
information. On receipt of a questionnaire by the field office, it is filed alpha- 
betically by company name. The most important data are reviewed and the 
company classified by major product or capabilities. The company is then coded 
for quick identification in accordance with the standard industrial classification. 

The purpose of the facilities inventory is to insure that a record is provided 
for quickly ascertaining the productive capacity of small plants in a given area. 
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The data furnished by the company are carefully classified as to number of em- 
ployees, types of products, and other essential production factors. This informa- 
tion can then be evaluated to determine a manufacturer’s industrial potential, 
including the kinds of production for which his facilities are now suited, and the 
types to which the facilities can be converted in case of full mobilization for 
defense. Many small firms now engaged in producing a peacetime, civilian item 
can, when the need arises, produce a wide variety of defense items which have 
no civilian counterparts. 

A partly mechanized operation has been accomplished by the utilization of 
stencil plates, which contain a minimum of identification and descriptive data on 
the company, and can be used for addressing correspondence to them. From 
such records, the field staff can readily obtain skeleton information on individual 
concerns by industrial groups, without going to the main alphabetical files. 
These condensed recerds are maintained in standardized industrial codes, in 
numerical order, for vapid reference. 

The inventory is now used principally in assisting the registered companies 
in their efforts to obtain prime and subcontracts, in locating new sources for 
Government purchasing offices, in aiding the damage assessment program spon- 
sored by the Office of Civil and Defense Mobilization, and in locating scarce or 
specialized machine tools and equipment when calls for them are received. 

The Small Business Administration field offices cooperate with State and local 
governments, chambers of commerce, and trade associations in the collection 
of facility information to expand the facilities inventory, and so increase its 
coverage. 

About 45,500 smali plants are registered with the Small Business Administra- 
tion. The increasing importance of the mobilization aspects of the inventory 
points up the clear need for registering more small firms that are removed from 
urban centers, and this is now receiving emphasis. 

A program has been underway for about a year for registering qualified small 
business concerns with research and development capabilities. This subsidiary 
inventory is used as a means of informing Government procuring agencies and 
large prime contractors of the special capabilities of these small concerns. 


Procurement guidance and assistance 


Another important service of the Small Business Administration is help to 
small firms in determining which agencies purchase the products or services they 
want to supply the Government; in having their names placed on appropriate 
bidders lists ; and in obtaining bid sets for purchases they are able to furnish. 

As a part of its program to help small firms learn “who buys what and where,” 
the Small Business Administration makes available to them through the Super 
intendent of Documents the “U.S. Government Purchasing and Specifications 
Directory.” This is a comprehensive guide to the Government’s buying proced- 
ures, the items purchased by the military and civilian agencies and the offices 
which purchase them, and reference sources of Government specifications and 
indexes to specifications. Businessmen have purchased 17,263 copies of the di- 
rectory from the Government Printing Office during this past fiscal year. 

The Small Business Administration also assists small firms in solving problems 
regarding bids and specifications. This assistance ranges from explaining to 
businessmen the Government’s procurement regulations to having restrictive 
specifications amended and unduly short bid openings extended for the benefit 
of small firms which cannot afford large estimating staffs and therefore cannot 
meet the deadline for bidding. 

Another important form of assistance given small businesses is help in re- 
solving difficulties with Government procurement agencies. Some examples of 
this assistance are action to expedite payments due small firms; participation 
with small business owners in conferences with contracting officials; advice to 
contractors about their rights and intercession with contracting officials to pro- 
tect the contractors’ rights. Cases of this type may require only a few minutes 
to solve, or they may call for continued Small Bnsiness Administration action 
over a period of weeks. 


Developing subcontracting opportunities for small businese 


The Small Business Administration subcontracting program performs three 
basic functions. First, it makes available to small business the best intelligence 
that can be gathered as to where they should explore the possibilities of sub- 
contract work. Second, the agency contacts prime contracters and large sub- 
contractors to learn of their needs for subcontracting assistance. Third, the 
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Small Business Administration brings the prime contractor and potential sub- 
contractors together. 

The Agency’s regional offices maintain lists of major prime contractors in 
their respective regions and information on the type of work they are perform- 
ing. Advice is given on how more detailed information on specific prime con- 
tracts may be obtained. Firms with suitable facilities are notified of new prime 
eontracts in their general area. The agency also takes part in experimental 
procurements in the search for better ways to increase small business participa- 
tion in subcontracting. 

New prime contractors are visited to determine their needs for subcontracting 
assistance. Liaison is maintained with prime contractors throughout the life 
of their contracts. Every possible assistance is rendered the prime contractor 
to encourage subcontract work to the maximum extent. 

During fiseal year 1959, the Small Business Administration made over 3,800 
contracts with prime contractors and large subcontractors to develop subcon- 
tract opportunities for smal] firms. 

The agency is constantly exploring means for achieving greater small business 
participation in subcontracts, The Agency has recommended to the Department 
of Defense that the Armed Services Procurement Regulation be amended to im- 
prove the participation of small business firms in subcontracts. It has further 
been recommended that weapons systems contracts be curtailed or administered 
so that capable small contractors will be afforded greater opportunities. In ad- 
dition, the Small Business Administration has requested the opportunity to de- 
velop small business sources before Gover~™ent approval is given for a prime 
contractor to acquire additional facilities ac Government expense. 


Referring prime contracts to small firms 


When a small business concern asks assistance in obtaining Government 
orders and contracts, the Small Business Administration obtains from it data 
about its production facilities. The agency then notifies the firm of current 
bidding opportunities which are suited to its particular type of equipment. This 
service is provided until the firm has had time to get on bidders lists and re- 
ceive notices of future purchases direct from the purchasing office. Since the 
agency’s field offices obtain bid sets from the yrincipal Government purchasing 
offices, they are able to notify small firms of many bidding opportunities of 
which they otherwise would be unaware. 


Certificates of competency 


The Small Business Administration is empowered to certify that a small 
business concern, small business production pool, or group of small firms jointly 
engaged in research and development, is competent as to capacity and credit to 
carry out the terms of a particular Government contract. Through this authority 
to issue certificates of competency, the agency offers what is in effect an appeal 
procedure for the small firm, pool, or group of small firms, whose low bid on 
a Government purchase, or high bid on a Government sale, is rejected for reasons 
of financial ability or productive capacity. 

Government contracting or disposal officers are directed to accept a Certificate 
of Competency as conclusive without requiring the small business concern, pool, 
or group of firms to meet any other requirement as to financial ability and pro- 
ductive capacity. 

This has been an important and active program since the start of the Agency. 
During fiscal year 1958, the agency received 239 applications for certificates and 
issued 115 certificates. By comparison, in fiscal year 1957, 238 applications were 
received, and 104 certificates were issued. In fiscal year 1959, 256 applications 
were received by the Small Business Administration, and 121 certificates of 
competency were issued. 

Certificates of competency issued during fiscal year 1958 resulted in contracts 
amounting to $26,077,582, more than twice as much as in fiscal year 1957, when 
contracts were for $10,590,100. During fiscal year 1959, the certified contracts 
amounted to $23,234,060. Since the beginning of the agency in August 1953, 553 
certificates of competency for contracts, amounting to $88,600,000, have been 
issued in behalf of small business firms. These contracts would have been denied 
to small business firms had the protection of the certificate of competency pro- 
gram not becu available (see exhibit G). 

All branches of the Department of Defense, some joint agencies, and several 
civilian agencies are served by this program (see exhibit F). 

The very existence of the certificate of competency program often tends to tip 
the scales in favor of a small business concern when there is doubt as to its com: 
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petency. In many instances, the preliminary work accomplished by the Small 
Business Administration field offices has resulted in contract awards without 
the necessity of the issuance of certificates. To illustrate the latter point, since 
the beginning of the agency in August 1953, 219 applications amounting to ap- 
proximately $57 million were withdrawn and the contracts awarded to small 
business without requiring certificates of competency due to favorable Small 
Business Administration survey evaluations. 

The Small Business Administration takes the responsibility seriously when 
issuing certificates of competency. The care in making investigation and evalu- 
ating requests for certificates is demonstrated by the ratio of certificates issued 
to applications received. There are very few instances in which certificates were 
granted in which the small firm failed to complete the contract. 

The Small Business Administration technical personnel keep continual check 
ou the progress of a small firm until it has completed work on a contract which is 
covered by a certificate. This is in line with the agency’s policy of not only 
making a careful original investigation, but maintaining a high standard of con- 
tract performance. During fiscal year 1959, the Small Business Administration 
personnel made 1,314 visits to plants to determine their progress on contracts. 

Analysis of the 553 certificate of competencies issued by the Small Business 
Administration through June 1959 indicates that only 16 of the contracts were 
terminated for default due to the firm being unable to perform satisfactorily. 
This is an excellent record since contracting officials had determined in all 553 
cases that the small business firm was not competent to perform the contract. 
The certificate of competencies issued repesent contracts amounting to approxi- 
mately $88,600. The issuance of these certificate of competencies resulted in an 
estimated savings to the Government of about $8,200,000. 

Specifications assistance 

A continuing problem of small business firms is difficulty in obtaining copies of 
Government specifications. Many small firms receive bid sets from Government 
contracting offices without the appropriate specifications, or with the basic speci- 
fications alone, while important reference specifications are omitted. Frequently, 
when a small firm writes to the purchasing agency for the needed specifications, 
heavy demand for them already has exhausted the supply. 

The Small Business Administration maintains at its Washington and field 
offices a reference set of the packaging and packing specifications most often re- 
quired by small concerns in selling their products and services to the Government, 

A major section of the “U.S. Government Purchasing and Specifications Direc- 
tory,” published by the Small Business Administration, contains a guide to over 
900 places throughout the country where small business owners may refer to 
Government specifications and indexes; discusses the purchasing specifications 
used by the Government; tells how businessmen may obtain copies of them; and 
provides pointers on using them. 

During the past fiscal year, the agency worked closely with the task force 
fer reviewing Government procurement policies and procedures. Technical guid- 
ance was provided to a number of task force study groups. In addition, a staff 
member of the agency served on the study group dealing with the overall area 
of Government specifications, while another was chairman of an interagency 
special staff assignment to prepare recommendations to the Government for im- 
proving the availability of specifications. The Small Business Administration has 
submitted a number of problems to the study group for consideration. 

In fiscal year 1959, the Small Business Administration received from the Gen- 
eral Services. Administration 170 new or interim Federal specifications. These 
were reviewed by the agency to make certain their provisions would not be re- 
strictive to small concerns. The agency’s analyses resulted in a number of rec- 
ommendations to the General Services Administration for deletion of possible 
restrictive or discriminatory provisions. 

The Small Business Administration also seeks the issuance of new specifica- 
tions, or revisions in existing ones, to make it possible for small manufacturers 
to have their products considered in Government purchasing. Toward this end, 
the Small Business Administration negotiated with various Federal civilian and 
military agencies such as the General Services Administration and the Depart- 
ment of Agriculture, Department of Commerce, and Department of Defense. 

At the request of the Department of Defense, the Small Business Administra- 
tion actively participated in the fourth joint military industry packaging sym- 
posium, held in Washington September 30 to October 2, 1958. 
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Business opportunity meetings 


During fiscal year 1959, the Small Business Administration, in coceperation 
with other Federal agencies and States and local business groups, cosponsored 
five small business opportunity meetings. Approximately 10,500 small business 
owners and managers attended these meetings and received first-hand informa- 
tion on the Government’s buying methods, prime and subcontracting opportuni- 
ties, and helpful services available from the Small Business Administration and 
other Federal agencies. 

At these meetings, information on how to sell to the Government is presented 
through talks by top Government purchasing officials, by visual displays, by 
sample bid sets, and by exhibits of products purchased by Federal agencies. 
Each meeting also features exhibits by prime contractors of items for which 
subcontractors are being sought. In addition, the Small Business Administra- 
tion specialists and Government contracting officials provide on-the-spot procure- 
ment guidance and assist individual firms in obtaining listing on appropriate 
bidders lists. Information regarding sales of surplus Government property and 
research and development also is presented. 

Review of Government procurement policies and procedures 

The Small Business Administration has provided technical assistance and has 
participated in the work of the task force, established by recommendation of 
the President’s Cabinet Committee on Small Business for review of procurement 
policies and procedures, to increase small business participation in work on 
Government contracts. The Small Business Administration has referred to the 
task force typical problems experienced by small firms in selling to the Govern- 
ment, and has recommended solutions for such problems. In addition, the 
agency has assigned a staff member to the task force and has had other of 
its officials serve as chairmen or members of various task force study groups. 
These groups are working to eliminate inconsistencies in the procurement proce- 
dures of various departments and agencies, and in removing from them inequi- 
ties which hinder small business concerns in selling to the Government. 


Prime contract authority 


The Small Business Administration is empowered to enter into contracts with 
any department or agency of the U.S. Government to furnish supplies and serv- 
ices and to arrange for the performance of such contracts through subcontract- 
ing to small business concerns or others, as may be necessary. The Small Busi- 
ness Administration believes that this authority to take contract in order to 
extend subcontracting should be continued on a standby basis for use only in 
extraordinary emergencies. 


Property sales assistance 


The Small Business Administration property sales assistance program con- 
sists of three principal activities: (1) personal property disposal; (2) real 
property disposal; and (3) disposal by sale to small business enterprises of 
natural resources, including timber and minerals from lands owned by the 
Federal Government. For each of these activities, the Small Business Admin- 
istration is empowered to cooperate with the Government agency directly con- 
cerned and jointly set aside, for award to small business on a competitive basis, 
any contract covering all or part of a propesed property disposal or sale; and to 
certify with respect to the competency, as to capacity and credit, of any small 
business concern to perform a specific Government contract. 

To implement this program, the Washington office and 7 major field offices 
were staffed to 10 specialists at the start of the program to provide technical 
assistance to small business firms, as well as assuring that a fair proportion of 
all sales by Government property are made to small business firms. General 
policies, procedures, and field instructions applicable to this program continue 
to be developed with various civilian and military agencies for carrying out 
the provisions of the Small Business Act of 1958. 

Field surveys were made in the forests, Pacific Northwest, Arkansas, and 
eastern forests, and informal conferences held with loggers, mill operators, and 
trade associations to obtain their views and recommendations on the timber 
sales program. As a result of these meetings, general concurrence was obtained 
on a definition of small business for purposes of timber sales setasides. Firms 
bidding on Government-owned timber or related products offered for sale are 
classified as small if they are primarily engaged in the logging or forest prod- 
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ucts industry, are independently owned and operated, are not dominant in their 
tield of operation, and, together with affiliates, employ not more than 100 persons. 

Formal conferences also were held with representatives of the Department 
of Agriculture; and the Bureau of Land Management, Department of Interior ; 
for the purpose of preparing operating instructions and field procedures to be 
used by the staff members of each of the cooperating agencies in carrying out 
the joint set-aside and certificate of competency programs. Implementation of 
procedures, regulations, and manuals governing the operations of the timber 
sales program was completed and coordinated at joint meetings held in Portland, 
Oreg. on March 26, 1959, and in Denver, Colo. on April 24, 1959. The program 
was officially activated on May 1, 1959, and in the 2 months through June 30, 
resulted in 87 set-asides for timber sales amounting to approximately $3 million. 

During early fall the property sales assistance specialists will jointly set aside 
sales of timber in the public domain in Oregon and California lands supervised 
by the Bureau of Land Management. Not only are the Small Business Admin- 
istration field offices working with forest supervisors and area managers to joint- 
ly set aside timber sales, but they are developing a facility inventory by working- 
circles and counties to ascertain the number of sawmills, plywood mills, and 
loggers who are operating in the Federal forests, and their approximate timber 
requirements on an annual basis. 

In addition to the agreements covering Government timber sales, an agreement 
is being formulated with the General Services Administration and the Depart- 
ment of Defense to assist small business concerns to obtain a fair proportion of 
surplus real and personal property sold by these Gorernment agencies. The 
General Services Administration agreement will also incorporate strategic de- 
fense material under Defense Materials Service which is sold from time to time. 

Although joint agreements have not been signed between the Small Business 
Administration and the General Services Administration, the property sales 
assistance program is moving ahead. The Small Business Administration field 
offices are making an inventory of Government surplus property disposal loca- 
tions and have requested these disposal installations to place their names on 
mailing lists to receive copies of invitations to bid so that they may notify 
small firms. Furthermore, field representatives are establishing personal con- 
tact with agency disposal vdicers. Thus, the groundwork is now being laid for 
an effective program in this area when agreements are concluded with the Gen- 
eral Services Administration and the Department of Defense. 

The field staff is currently providing guidance to small business firms inter- 
ested in buying surplus Goverment real and personal property. Advice is given 
on where, when, and how to bid on property sales. To the extent possible, the 
field staff is cooperating with disposal officers in expanding interest in sales of 
certain items to small industrial firms. This has resulted in small firms learn- 
ing of and purchasing surplus property needed by them, and in the Government 
obtaining a greater return because of more competitive bidding. 

Plans are also being made to effect an agreement with the Department of 
Interior for the Small Business Administration to assist Geological Survey ia 
developing size standards for the oil refining industry covering royalty oil which 
can be allocated by the Secretary of Interior to small business concerns in the 
refinery business. 


Research and development program 


In carrying out the policy of Congress, the Small Business Administration has 
established programs for research and development assistance to small business 
concerns. During fiscal year 1959, six specialists were assigned to field offices 
to implement instructions and procedures developed to carry out the basic legis- 
lative authority. 

The Small Business Administration has issued “R and D Directory” listing 
small companies qualified for and desiring research and development work. In 
view of the general acceptance and utility of the publication, a revised and ex- 
panded edition is now contemplated for release in the late fall, which will list 
more than 2,000 research and development facilities. This listing has been 
widely used by Government planning and procurement agencies, public libraries, 
and private research facilities as a source of small business concerns interested 
in performing research and development in specific scientific fields. 

In March 1959, the agency established a scientific working board to provide 
counsel on policies and operations in fulfilling the intent of Congress. Participa- 
tion on the Board was provided by the National Aeronautical and Space Ad- 
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ministration, Advanced Research Projects Agency, Department of Defense, Na- 
tional Science Foundation, universities, and private research organization. In- 
itial consiuerations of the Board are being devoted to the problem of getting more 
research and development work into the hands of smali business through con- 
centration on applied research, subcontracting, and careful selection of small 
firms for research and development. 

The Agency expanded its efforts to establish small business set-asides «n 
research and development contracts during this past fiscal year. Currently, 
representation is provided at Quartermaster Research and Engineering Com- 
mand, Natick, Mass.; U.S. Army Signal Supply Agency, Fort Monmouth, N.J.; 
Wright Air Development Command, Dayton, Ohio; Air Force Cambridge Re- 
search Center and the various Navy Bureaus in the Washington, D.C., vicinity. 
As a result of this program, and with the cooperation of the Military Services 
Research and Development, procurements valued at more than $17 million have 
been set aside for small business during fiscal year 1959. Major efforts during 
fiseal year 1960 will be toward closer cooperation with Government agencies 
doing research and development work in listing qualified small business firms 
that are willing and able to do research and development work. This effort 
will be extended geographically. Programs for fostering independent research 
and development among small business firms are taking shape. 


Other production and products assistance activities 


The Small Business Administration procurement and technical assistance 
assists small firms to overcome the problems of keeping abreast of productive 
techniques and product development. 


Products assistance 


The importance of new and improved products and processes as a step toward 
diversity of operations and larger profit margins is recognized by all progressive 
business management. At present, many successful companies realize about 
half their sales on products they have brought out since World War II. Studies 
of the profit cycle of new products made by management concerns in the last 
few years indicate that the profit margin on a new product increases during 
the market development and growth period of the product. But as soon as 
the product bas enjoyed sufficient success to induce significant competition, 
the profit margin recedes. To keep operations in a high profit zone, it is there- 
fore desirable to bring out a succession of new products to which emphasis can 
be shifted from one product to the next. Then “new” products eventually be- 
come “old” ones, and they enter the period of high competition and low profit- 
ability and should be relegated to a position of minor importance or dropped. 

The Small Business Administration provides new products assistance to small 
companies through two basic approaches. 

First, the agency helps small firms find new products to make and sell. To 
assist small companies in this endeavor, the agency continuously collects and 
publicizes information in its products list circular on patents available to small 
firms through licensing or other normal commercial arrangements. The em- 
phasis here is on new products. However, some which are not necessarily new 
but have sufficient remaining patent life to allow profitable development and 
appear to be of possible interest to small companies also are publicized. In- 
cluded too are selected Government-owned patents available on a nonexclusive 
basis that might interest small companies, and a small number of American 
patents owned by foreign nations. In addition, some of the larger American 
corporations have recently begun a cooperative action with the agency by in- 
dicating the availability of patents not being used in their current programs. 

The products list circular is now received each month by 16,000 individuals 
and business establishments. Many inquiries are received each month soliciting 
information about the patents listed. 

Since the agency does not participate in negotiations between the owner of 
a patent listed in the circular and an interested inquirer, information is not 
available on the number of transactions successfully concluded as a result of 
publicity provided by the circular. However, the steady increase in the number 
of parties asking to receive the products list circular (it has doubled within the 
past year) and the steady volume of inquiries about patents listed in the circular 
received attest to the popularity of this service. 

The second type of new products assistance consists of providing information 
in response to specific inquiries received from small companies engaged in or 
considering the manufacture of a specific product. Because of the great range 
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of activities in which small business concerns are engaged, the inquiries naturally 
are quite varied, For example, some recent inquiries pertained to the glazing 
of fruit; the uses and potential markets of copper powder of unusually high 
purity and fineness; the use of hydrocarbons for scouring wool; and products 
considered suitable for manufacture in a certain type of plant. 


Materials and equipment assistance 


During the past year there was a plentiful supply of basic materials and pro- 
duction equipment to meet the needs of small business, Nevertheless, it is plain 
that any substantial increase in defense requirements or a long strike in a basic 
industry would again result in shorteges for small business. Historically, such 
shortages have adversely affected the competitive position of small business or 
even their lives, and this agency has found it necessary to take action to help the 
small business community under such circumstances. 

Small firms have frequently compained about the high cost of production 
equipment. As a result, the agency has been asked to locate commercial sources 
of used equipment or surplus Government-owned equipment. 

The Office of Civil and Defense Mobilization asks the Small Business Adminis- 
tration to review each request of the Department of Defense for approval to 
lease Government-owned machine tools for nondefense purposes. The purpose of 
the agency’s view is to see that such leases do not adversely affect the competitive 
position of small business. 

At the request of the Office of Civil and Defense Mobilization, the agency 
actively participated on the Interagency Task Group on Production Equipment 
which selected Government-owned machine tools to be added to the national 
industrial equipment reserve, and for donation to educational institutions. 

This past year, the agency has participated with representatives of other agen- 
cies in discussing aluminum, machine tools, railway supplies, electronic equip- 
ment, liquid oxygen, disposal of surplus aircraft, ships, anchors, small arms, and 
other products and materials. 

The Small Business Administration acts as spokesman for small business firms 
and consults with other Government agencies which are considering the adop- 
tion or revision of materials and equipment regulations. 

The Small Business Administration implemented its assignment under Defense 
Mobilization Order 1—24 by developing, in cooperation with the Department of 
Commerce, a procedure for referring to that Department cases where small 
firms experienced hardships in seeking materials and equipment. The Depart- 
ment agreed (1) to recommend to the Small Business Administration alternate 
sources of supply for those firms which were dealing entirely with civilian work 
and (2) to issue priorities or directives to those small firms engaged in defense 
production to insure completion of their defense orders on time. The procedure 
enables the Small Business Administration to make recommendations in the 
interest of the small business community. 


Tag amortization program 


The accelerated tax amortization ,cogram was established by the Govern- 
ment as an incentive, in the form of tax relief, for concerns to expand defense 
production facilities with the diminishing request for this type of incentive ac- 
tivity. The importance is of minimum and on a standing basis for practical pur- 
poses. The Small Business Administration continues to perform two principal 
functions. 

At the request of the Office of Civil and Defense Mobilization and the dele- 
gate agencies, the Small Business Administration field offices obtain additional 
information about small business applications for tax amortization certificates 
which lack essential data. In other cases, the agency is asked by small firms to 
check on the status of their applications and advise them of adverse developments 
or other circumstances. Both functions became relatively inactive as a result 
of the restrictions imposed by Public Law 85-165. 

A procedure developed with the Department of Commerce assures full consid- 
eration of small business applications referred by the Office of Civil and Defense 
Mobilization to the Department of Commerce for review. Before recommending 
disapproval of any small business application, the Department asks the Small 
Business Administration for comment or additional documentation in support 
of the application. 
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Small business production pools for defense and research and development pools 


The Small Business Administration is authorized to advise and assist in the 
formation of small business production pools and to formally approve proposed 
operations of the pools, subject to the concurrence of the Attorney General and 
the Chairman of the Federal Trade Commission. 

The principle behind production pools is the belief that many small businesses 
will be assisted in obtaining contracts and orders for the production of items and 
services which would not otherwise be obtained and which in all probability they 
would not seek. Whereas experience indicates that pools are less likely to be 
successful during a period of reduced mobilization than in wartime, interest in 
production pools was sustained during the last year. It appears that firms which 
have experienced a decline in orders or production or production of civilian-type 
business have considered forming pools as a means for improving their com- 
petitive position for Government purchases of defense items. 

At present there are six approved defense production pools, Harly in 1959, a 
new production pool, Electrodyne Industries, Inc., was approved. In addition, 
groups in Hawaii, Oregon, California, Florida, Texas, Minnesota, New York, and 
Arizona have obtained information with respect to the formation of small busi- 
ness production pools for defense. 

Following are the names and addresses of the presently approved production 
pools, with number of companies and employees comprising each: 


Name and address Number of | Number of 
companies employees 


Allied Construction Contractors, Joliet, Il 107 
Allied Specialties Co., Philadelphia, Pa 416 
Caledonia County Production Pool Associates, St. Johnsbury, Vt 20 
General Tire Production Pool, Ine., Akron, Ohi lll 
Huntington Production Pool, Huntington, W. Va 926 
Electrodyne Industries, Inc,, Lynbrook, Long Island, N.Y_................. 169 


Small Business Administration area assistance programs 


The Small Business Administration's area assistance programs are of three 
types: (1) Assistance to surplus labor areas; (2) cooperation in the rural de- 
velopment program; and (3) assistance to underdeveloped areas. 

In each of these, the agency stresses the “build from within” concept; that is, 
reliance on local self-help, supplemented by Small Business Administration guid- 
ance and assistance. 

When called upon to assist an era, the agency gives particular attention to a 
study of the area’s existing small concerns and the possibility of their serving as 
the foundation for building from within. Among possibilities considered are 
whether the small firms can expand their markets, achieve more efficient opera- 
tions, or take on additional lines or new products. Also investigated are the 
possibilities of the firms obtaining Government prime contracts or subcontracts 
on Government work. 

Careful consideration is given to the possibility of starting additional business 
enterprises in the area with financial assistance which the Small Business Ad- 
ministration can extend to local development companies under the Small Busi- 
ness Investment Act. 

Here are two examples of how the agency works with civic and business leaders 
to strengthen the economy of an area: 

(1) Recently a Small Business Administration technica] staff member met 
with civic and business leaders in 10 southeastern Kentucky communities. In 
each case, the agency’s representative visited the existing small industrial plants 
to learn first hand of their products and potentialities. Then, at community 
meetings he explained in detail the various Small Business Administration assist- 
ance programs and the ways in which the agency could be of help in achieving 
industrial diversification. 

(2) In cooperation with the local chamber of commerce and the State depart- 
ment of commerce, a Small Business Administration specialist surveyed a Massa- 
chusetts community faced with a surplus labor problem. The community had 
over 130 small business concerns and two or three large concerns. Among rec- 
ommendations made by the agency’s representative was that a manufacturer’s 
group be organized to guide an overall development program and that a local 
development corporation be formed to take full advantage of the Small Business 
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Administration’s financial assistance and other programs, Local leaders now 
are following through to get the area program underway. 

The Small Business Administration representatives participated in the national 
rural development workshop at Jackson’s Mill, W.Va., in May 1959, and the 
agency now is planning for greater participation in the rural development pro- 
gram in those areas designated as “low income areas.” 


Production assistance 


The Small Business Administration, through its production specialists in the 
agency’s field offices, makes a continuous effort to help small firms in production 
matters. Specific problems frequently arise in instances where a small company 
is making items for the Government indirectly related to its normal civilian busi- 
ness. Advice also is given on problems of plant location and plant layout. In 
some instances, the agency may recommend several professional consultants who 
specialize in management and production problems. 


Loan appraisals 


As a result of congressional interest in the administration of the Small Busi- 
ness Administration’s financial assistance program, meetings were held within 
the agency in March 1957 to promote agencywide discussion and dissemination 
of the principles upon which a loan appraisal program could be based. During 
the subsequent year and a half, a number of these appraisals were made using 
criteria developed by qualified Small Business Administration personnel having 
the technical experience and background. 

While questions of security and collateral are important in determining 
whether a loan will be made, it was recognized that they do not alone constitute 
the factors upon which the approval or rejection of an application is determined. 
The Administrator attaches great importance to such matters as management; 
the inherent soundness of the business enterprise; its earnings record and pros- 
pects; its long-range possibilities of successful operation ; and whether the grant- 
ing of a loan will increase employment or have other favorable effects upon the 
economic life of the community. 

Based upon these considerations, a Loan Appraisal Division was established 
in January 1957 and staffed in the Washington office. Since this activity, as a 
separate function, is relatively new, qualified personnel standards had to be 
formulated and approved by the Civil Service Commission for the recruitment of 
an appraisal staff; the field offices are now being staffed. 

Statistics compiled during fiscal years 1957, 1958, and 1959 show the following 
averages indicating the growth of the program : 


Monthly Monthly Monthly 
average, average, average, 
fiscal vear fiscal vear fiscal vear 

1958 1959 


Loan applications received 846 
Loan applications withdrawn. 77 
Loan applications processed - 788 
Loan appraisals made 369 
Percent of loan appraisals made against loan applications 


47 
23 


processed 
Pereent of loan appraisals made against loan applications re- 


aa .—Graphie chart included as exhibit H shows the information through the Ist 9 months of fiscal 
year 


FINANCIAL ASSISTANCE TO SMALL BUSINESS 


Section 7(a) of the Small Business Act of 1958, as amended, authorizes the 
Small Business Administration “to make loans to enable small business con- 
eerns to fianance plant construction, conversion or expansion, including the 
acquisition of land; or to finance the acquisition of equipment, facilities, ma- 
chinery, supplies or materials; or to supply such concerns with working capital 
to be used in the manufacture of articles, equipment, supplies or materials for 
defense, or essential civilian production, or as may be necessary to insure a well- 
balanced national economy; * * *” 

In carrying out its functions, the Small Business Administration financial 
specialists have given advice and counsel to thousands of small business con- 


48406—60——21 
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cerns on their financial management problems, actively representing them in 
many cases in their negotiations with private financial institutions; and when 
needed financing was not otherwise available, the agency has provided these busi- 
nesses funds for expansion and operations. 

In this manner, the Small Business Administration is contributing to the 
independence and economic health of American small business, adding its part 
to the program of industrial mobilization to preserve our national security. 
Many of the loans made by the Small Business Administration are to finance 
the performance of war and defense contracts and thereby effectuate the purposes 
of the Defense Production Act of 1950, as amended. 

For the fiscal year ended June 30, 1959, the Small Business Administration 
received 10,213 applications for regular business loans for a total approximating 
$590,851,000, of which 960 applications for a total of $58,161,000 was subsequently 
withdrawn. A total of 5,582 loans aggregating $267,042,000 was approved; 4,138 
applications totaling $263,055,000 having been declined with the balance pending 
final action. 

These figures represent a 18 to 14 percent increase in the dollar value and 
number of applications received and approved over the similar figures for fiscal 
year 1958. 

A noteworthy feature of the Small Business Administration's lending program 
is that banks have participated with the Small Business Administration in nearly 
two-thirds of the loans approved. Approximately one-fourth of the participation 
loans were on a deferred basis and the remainder on an immediate basis. 


Total loans approved 
[Dollars in thousands] 
Fiseal year 1959 Cumulative through June 30, 
July 1958-June 30, 1959 1959 
Business loans 


Amount approved Amount approved 
Number Number 


Total SBA share Total SBA share 


Immediate participation 
Deferred participation 


Total participation 
Total business 664, 497 


Of the 16,692 business loans approved from inception through June 30, 1959, 
5,519 aggregating $366,683,00U0 were for manufacturing firms. The remaining 
11,173 loans, totaling $420,142,000, were for various nonmanufacturing business 
activities. 

During fiscal year 1959, there was again substantial activity in loans approved 
to disaster victims under section 7(b) of the Small Business Act of 1958, as 
amended. During the period, 1,122 disaster applications were received totaling 
approximately $15,034,000; 72 totaling $1,424,000 subsequently were withdrawn; 
908 were approved for $9,202,000, and 233 were declined for $5,715,000, with the 
balance pending action. 
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Exum A 
Procurement and technical assistance accomplishments 


Fiseal year 
1959 


Procurements set aside for small business__. 


9 22, 338 
1 $1, 142, 625, 361 
Contacts to develop subcontracting oppor- 
Procurement assistance 
Prime contract referrals 
Subcontract opportunities referred 
Procurement assistance counseling and 
representation to procurement agencies 
on behalf of small firms 
Firms helped to bid on specific procure- 
ments 
Contacts to develop additional sources of 
supply 
Inquiries and applications received regard- 
ing problems and questions on small busi- 
ness size standards 6, 812 
Firms contacted in order to expand and 
keep current the inventory of productive 
facilities of small business concerns ! 6, 249 
Certificates of competency: 
Plant surveys (made prior to issuance 
or denial of COC) (8) (5) * 666 
Awards made without formal COC 
action due to SBA participation and 
assistance (*) (*) 648 
Applications received 238 239 256 
Vv $39, 908,400 | $62, 562,724 $52, 393, 394 
issued 104 115 121 
$10, 590,100 | $26,077, 582 $23, 234, 060 
Visits made to plants in connection 
with followup and progress reports 
certified contracts 792 699 1,314 
Cases in which guidance was given on pro- 
duction, engineering, and manufacturing 
problems, including materials and equip- 
ment, pooling, specifications, plant lay- 
out, ete 
Production and industrial surveys, includ- 
ing SBA area assistance 
Cases reviewed for listing new products and 
processes in the products list circular 
Inventions listed in the products list cir- 


Cases of assistance rendered in connection 
with products expansion and diversifica- 
tion and specific products listed in the 
products list circular 

Appraisals made on collateral for new loans, 
liquidations, or sales 

Engineering surveys made in connection 
with SBA loans, including delinquent 
loans, progress reports for disbursement 
of loans, etc 

Cases of technical consultation rendered in 
connection with the financial assistance 


Cases of assistance rendered in the property 
sales and disposal program, including 
surveys of surplus property, mineral 
leases, and timberland 

Timber sales set aside for small business 


Cases of research and development assist- 





911, 752 


1 Includes more than $17 million in set-asides on research and development contracts during fiscal 1959. 

2 Data covers period beginning July 1, 1958. 

3 Effective Jan. 1 1959, these statistics were consolidated under “Procurement Assistance.” 

4 No record. 5 Included in engineering surveys for fiscal year 1957 and 1958. 

6 Covers period beginning Jan. 1, 1959. 7 Statistics not maintained on comparable basis. 

§ Covers period Mar. 1, 1955, through June 30, 1958. * Covers period beginning July 1, 1956. 

10 This program was inaugurated May 1, 1959; these set-asides were made the last 2 months of fiscal 1959 
and cover timber scheduled to be cut the first 6 months of fiscal 1960 (value is approximate). 

'! Total number of companies listed in the facilities inventory as of June 30, 1950—45,448. 

2 Effective Jan. 1, 1959, these statistics were reported under COC plant surveys, production and industrial 
surveys, and engineering surveys in connection with loans, 

8 Covers period through June 1958. 
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EXHIBIT 
Joint set-asides—Oomparison of fiscal years 1954-59 
vali ds 


Mg se 8 8 eee et 
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Exureir D 


319 


NUMBER OF CONTRACTS AWARDED TO SMALL Business Fiems UNDER 
JOINT SetT-ASIDE PROGRAM 


Exnisit B 


FY 1959 


Joint set-aside program—By agency, fiscal year 1959 
{Dollar value in thousands] 


Department of Agriculture: 
Number 


Department of Commerce: 2 
Numbe 


Other agencies: 
I i elas cenit hha eaten ek a a aS 


Set-asides 


Procurements 


initiated by | Agreed to by| awarded by 


Small Busi- 
ness Admin- 
istration 


24, 753 
$1, 778, 441 


9, 961 
$824, 840 


7, 578 
$477, 220 


4, 292 
$333, 544 


1,177 
$79, 661 


191 
$4, 665 


255 
$3, 020 


946 
$42, 643 


234 
$3, 444 


102 


17 
$203 


1 These awards have resulted in 24,800 contracts to small firms. 
2 Includes Department of Commerce and Federal Aviation Agency cases. 


purchasing 
agency 


22, 338 
$1, 142, 625 


8, 497 
$382, 567 


6, 987 
$421, 687 


4,115 
$253, 031 
1, 049 
$48, 018 
186 

$4, 505 


253 
$2, 570 


904 
$24, 254 
234 
$3, 444 


96 
$2, 346 


17 
$203 


purchasing 
agency ! 


19, 810 
$848, 570 


7, 300 
$326, 994 


6, 349 
$303, 189 


3, 627 
$167, 196 
915 

$18, 647 
164 

$4, 736 


231 
$2, 178 


933 

$21, 926 
203 

$1, 837 


71 
$1, 617 


17 
$250 
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Exurerr F 
Certificates of competency, Aug. 1, 1953, through June 30, 1959 


Applications | Certificates 
received issued 


Corps of Engineers 

Ordnance Corps 
uartermaster Corps 
ransportation Corps 

Signa] Corps 

All other 


Aviation Supply Office 
Bureau of Ordnance 
Electronics Supply Office__.-. 
General Stores Supply Office 
Navy Purchasing bs 
Bureau of Ships 

All other 


Air Force 
Joint agencies 


Military Medical Supply Agency 
Military Clothing and Textile Supply Agency 
All other 


General Services Administration 

Treasury: Bureau of Engraving and Printing 
Interior Department 

Post Office Department 

Veterans’ Administration 
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ExuHrsit G 


CERTIFICATE OF COMPETENCY PRoGRAM, COMPARISON oF ACTIVITY, 
FiscaL YEAR 1957-59 


Applications Received 


WMA 


FY 1957 FY 1958 FY 1959 
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CIVIL SERVICE COMMISSION 
Report or U.S. Crvm Service CoMMISSION ON W.O.C. EMPLOYEES 


Section 710 of the Defense Production Act authorizes the President to employ 
persons of outstanding experience and ability without compensation to the extent 
that he deems necessary and appropriate in order to carry out the provisions of 
the act. The act provides that the President shall be guided in the exercise of the 
authority by policies set forth in the act. Subsection 710(b) (7) of the Defense 
Production Act further provides as follows: 

“At least once every 3 months the Chairman of the U.S. Civil Service Com- 
mission shall report to the President and the Joint Committee on Defense Pro- 
duction and make such recommendations as he may deem proper.” 

The following report of the Chairman of the United States Civil Service Com- 
mission covers the period from July 1, 1959, to September 30, 1959. 


Report oF Survey UNDER PARAGRAPH 710(b)(7) OF THE DEFENSE PRODUCTION 
Act AND SecTion 305(a) or EXecuriIveE OrpDER 10647 


INTRODUCTION 


This survey covers appointments under the authority of Subsections 710(b) 
and 710(c) of the Defense Production Act, as amended by Public Law 295, and 
Executive Order 10647 for the period July 1, 1959, through September 30, 1959. 
It is submitted in compliance with those parts of the law and the Executive order 
which require the Chairman of the U.S. Civil Service Commission to survey such 
appointments at least once every 3 months and report his findings to the President 
and to the Joint Committee on Defense Production. 

The report consists of (@), a statistical summary of w.o.c.’s on the rolls or 
appointed during the period; (b) a statistical summary of the paid consultants 
or experts on the rolls or appointed during the period, and (c) a narrative state- 
ment covering the findings in each of the departments or agencies covered by the 
survey in which there were appointments or separations during the quarter. 

On June 30, 1959, there were 147 w.o.c. consultants carried on agency rolls 
under the authority of the Defense Production Act. The Air Force follows the 
policy of separating all w.o.c. consultants as of the close of the fiscal year. 
Therefore, five consultants were terminated as of close-of-business, June 30, 1959. 
These same five were reappointed on July 1, 1959. While these are shown on the 
current report as new appointments, they are in fact a continuation of appoint- 
ments previously made. 

Counting these reappointments, the number of w.o.c. consultants increased from 
142 on July 1, 1959, to 165 on September 30, 1959. In addition to the 5 appoint 
ments in the Air Force previously mentioned, the increase resulted from 7 
new appointments in the Department of Commerce as against 3 separations, and 
14 new appointments in the Department of the Interior. These three agencies 
were the only ones who made use of this authority to appoint w.o.c. consultants 
during this quarter. 


The number of consultants and experts serving in other than advisory positions 
remained at four. 

Only two minor irregularities were disclosed by this survey. The Department 
of Commerce had failed in two instances to file statements of financial change 
required by section 302(c) within the prescribed time limits. Such a statement 
bas now been filed in one instance and we have been assured that it will be filed 
promptly in the remaining case. 

Three w.a.e. consultants were appointed during the quarter, all in the Office 
of Civil and Defense Mobilization. There were no separations, resulting in a net 
increase of three in the number on the rolls on July 1, 1959. Our report for the 
period ending June 30, 1959, was in error in that the separation of one w.a.e. con- 
sultant employed by the General Services Administration was not reported. 

In those agencies making no appointments or reporting no separations, the 
records were reviewed to determine that the requirement for filing revised finan- 
cial statements had been met. All such statements were filed with the Federal 
Register Division within prescribed time limits. Since there was no other 


activity in this area, these agencies are not included in the narrative coverage 
which follows: 
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STATISTICAL SUMMARY 
Appointees without compensation 
W.0.¢.’s W.0.c.’s Number in 
W.0o.c.’son| appointed | separated | W.o.c,’son| Number in| other than 


rolls, July | July 1to | July 1 to | rolls, Sept.| advisory advisory 
1, 1959 Seek 20, x Sad 30, 1959 position positions 
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1 Reappointed on July 1, 1959. 


Consultants and experts w.a.e, not to exceed $50 per day 


W.2a.e.’s W .a.8.’s Total w.a.e.’s 

appointed separated | on rolls as of 

uly 1 to July 1 to | Sept. 30, 1959 
Sept. 30, 1959 | Sept. 30, 1959 


Commerce 

OOD Ma 2 s612.L 2s 

Interior 

Defense Department: 
Office of Secretary 


Bo 


9 
63 
3 
0 
10 


~ oO 


y 
General Services Administration 
Interstate Commerce Commission_ 
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oy 
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S| ow 
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1 Discrepancy due to termination of 1 employee on June 16, 1959, not reported during last quarter. 


SUMMARY BY AGENCIES 
Commerce 


The Department of Commerce appointed seven consultants under the authority 
of section 710(b) of the Defense Production Act during the quarter ending 
September 30, 1959. The Department reported three separations. There were 
86 w.o.c. consultants and experts on the rolls at the end of the period, 83 of 
whom were found to be serving in advisory positions with 3 serving in positions 
having operating responsibility. 
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A review of the files in the cases of the seven new appointees resulted in a 
finding that all provisions of the Executive order had been complied with. 

In the cases of those consultants who had continued on the rolls, a check of 
the records indicated two minor irregularities. In one instance, the statement 
of financial change in the case of Mr. Paul Butler had been filed with the Fed- 
eral Register 3 days late due to an administrative oversight. In the second 
case, that of John Clemson, the statement of financial change had not yet been 
published at the time of our survey. At that time, it was 5 days late. Agency 
offcials indicated that this oversight was the result of a state of uncertainty 
which prevailed for several months due to a reduction in appropriations in the 
office where Mr. Clemson is employed. We were assured that this statement 
would be secured and filed promptly. This case will be reviewed on the next 
quarterly inspection. 

On July 1, 1959, the Department of Commerce had nine appointees on its 
rolls under the authority of section 710(¢c) of the Defense Production Act. There 
were no appointments or separations during the quarter. 


Office of Civil and Defense Mobilization 


This Office made no appointments or separations during the quarter of w.o.c. 
consultants carried under the authority of section 710(b) of the Defense Pro- 
duction Act. 

A check of Federal Register records indicated that all required statements of 
changes in financial interests had been filed and published within prescribed 
time limits. 

This Office had 63 w.a.e. appointees under section 710(c) of the Defense Pro- 
duction Act on its rolls at the beginning of the quarter. There were 3 additional 
appointments during the quarter leaving a total of 66 on the rolls at the end 
of the r>porting period. The three new appointees were found to be occupying 
consultant positions and were fully qualified. 


Interior 


The 19 w.o.c. consultants on the rolls of this agency at the beginning of the 
quarter continued without change. In addition, the agency made 14 new 
appointments. 

The personnel files in the cases of these new appointees were found to indicate 
that all are fully qualified. The required certifications on the part of the head 
of the agency were complete and the necessary statements of financial interests 
had been filed and published by the Federal Register within required time limits. 

The three w.a.e. consultants carried on the rolls at the end of the previous 
quarter continued to serve during the quarter covered by this survey. There 
were no new appointments and no terminations. 


Air Force 


On June 30, 1959, the close of the fiscal year, the Department of the Air Force 
carried five consultants under the authority of section 710(b) of the Defense 
Production Act. These five were separated as of the close of business on June 
30. On July 1, 1959, these same five consultants were reappointed for the fiscal 
year 1960 to serve not to exceed 90 days. 

The required certifications on the p part of the head of the agency were in the 


files. The appointments were properly reported to the Federal Register for 
publication within prescribed time limits. 












No. 1 of 1958 included) 








Executive 


Title of order 
Order No, 












eee Le Providing for the preservation of records 
for certain purposes of the Defense Pro- 
duction Act of 1950. 

a ces Delegating certain functions of the Presi- 
dent under the Defense Production Act 
of 1950. 

ED Providing for the appointment of certain 
persons under the Defense Production 
Act of 1950, and prescribing regulations 
for their exemption from certain conflict- 
of-interest statutes. 

sssninstbiinsestech Providing for the conduct of the mobiliza- 
tion effort of the Government. 

ices dagen Establishing the Defense Production 
Administration. 

cath ane Amending Executive Order No. 10182 
relating to the appointment of certain 
persons under the Defense Production 
Act of 1950. 

eh acne Defining certain responsibilities of Federal 
agencies with respect to transportation 
and storage. 

a ataemacitiaiil Further providing for the performance of 
certain functions under the Defense Pro- 
duction Act of 1950. 

a dikdh edule Establishing the National Advisory Board 
on Mobilization Policy. 

Pubacancée Amending Executive Order No. 10161 
with respect to wage stabilization and 
settlement of labor disputes. 


































































































bide naive Defense materials procurement and supply_ 





ae Amending Executive Order No. 10161, as 
amended, to provide for alternate mem- 
bers of the Wage Stabilization Board. 
Peinincial Improving the means for obtaining com- 
pliance with the nondiscrimination pro- 
visions of Federal contracts. 

Subbed Transferring certain functions and dele- 
gating certain powers to the Small De- 
fense Plants Administration. 

ott coween Amending Executive Order No. 10161 of 
Sept. 9, 1950, with respect to the defini- 
tions of ‘‘solid fuels’? and “‘domestic 
transportation, storage, and port facili- 
ties.”’ 

RY, Amending Executive Order No. 10161, as 
amended, with respect to certain plant 
fibers, 

i raeatialian nd Delegating certain authority of the Presi- 
dent to the Small Defense Plants 
Administrator. 

ciated: toe Amending Executive Order No. 10161 
with respect to real-estate credit. 
SEekooa eben Providing for the composition of the Wage 
Stabilization Board. 

leaden Amending Executive Order No. 10161 of 
Sept. 9, 1950, as amended, to provide for 
certain alternate members of the Wage 
Stabilization Board. 

kiconncalel Further providing for the administration 
of the Defense Production Act of 1950, as 
amended. 

Eviuikeneen Suspension of wage and salary controls 
under the Defense Production Act of 
1950, as amended. 

kisi Delegating and transferring certain func- 
tions and affairs to the Office of Defense 
Mobilization provided for in Reorgan- 
ization Plan No. 3 of 1953. 

 sonaidines Further providing for the administration 
of the Defense Production Act of 1950, as 
amended. 

hdl Satestse Further providing for the administration 
of the defense mobilization program. 

ie dktanie ieee Providing for the administration of certain 
loan and guaranty functions under the 
Defense Production Act of 1950, as 
amended. 













































































































































































Date 


of order 


Sept. 9, 1950 


Nov. 


Jan. 


Jan. 


Mar. 
Apr. 


Aug. 


Nov. 


Dec. 
Feb. 


Feb. 


June 


July 


July 
July 
Aug. 
Feb. 


Feb. 


June 


June 


Aug. 


Sept 


21, 1950 


. 16,1950 


3, 1951 
16, 1951 


. 28, 1951 


- 10, 1951 


15, 1951 
21, 1951 


28, 1951 
2, 1951 


3, 1951 


5, 1952 


6, 1952 


9, 1952 


7, 1952 


14, 1952 
25, 1952 
30, 1952 

4, 1953 


6, 1953 


17, 1953 


30, 1953 


14, 1953 
. 26, 1953 


List of Executive orders issued under the authority of the Defense Production Act 
of 1959, as amended, in whole or in part, to Nov. 1, 1959 (Reorganization Plan 








Federal Reg- 
ister citation 


15 F.R. 6103_.. 


15 F.R. 6105... 


15 F.R. 8013... 


15 F.R 


. 9031... 


16 F.R. 61__-_- 


16 F.R 


16 F.R 


16 F.R 


16 F.R 
16 F.R 


16 F.R 
16 F.R 


16 F.R 


17 F.R 


17 F.R 


17 F.R. 


17 F.R 


17 F.R. 
17 F.R. 
17 F.R. 7995... 


18 F.R 


18 F.R. 


18 F.R 


18 F.R 


18 F.R 


18 F.R. 


. 2543... 


. 419.._.| 


i 


- 1983... 


« 2247... 


- 3503___ 


. 8789__. 
. 11257_ 


- 12303. 


- 1145__- 


- 1171__. 


. 3777--. 


. 4939... 
6201... 
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Date of Fed- 
eral Register 









Sept. 12, 1950 
Do. 


Nov. 23, 1950 


Dec. 19, 1950 
Jan. 4,1951 
Jan. 17,1951 
Mar. 2,1951 


Mar. 13, 1951 


Mar. 20, 1951 
Apr. 24, 1951 


Aug. 30,1951 
Nov. 6, 1951 


Dee, 6, 1951 
Feb. 6, 1952 


Feb. 7, 1952 


June 11,1952 
July 9, 1952 
July 16, 1952 
July 29, 1952 
Sept. 4, 1952 
Feb. 6, 1953 


Feb. 10, 1953 


June 19, 1953 


July 2,1953 


Aug. 20, 1953 


Sept. 29, 1953 
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List of Executive orders issued under the authority of the Defense Production Act 
of 1959, as amended, in whole or in part, to Nov, 1, 1959 (Reorganization Plan 
No. 1 of 1958 included )—Continued 


Executive Title of order Date of order | Federal Reg- | Date of Fed- 
Order No. ister citation | eral Register 


Delegating certain functions of the Presi- | Oct. 14,1953 | 18 F.R. ..-| Oct. 16, 1953 
dent to the Administrator of the Small 
Business Administration. 
Disposition of functions remaining under 18 F.R. ° Do, 
title IV of the Defense Production Act. 
Transferring certain functions, powers, . 18 F.R. 
and duties to the Small Business Admin- 
istration. 
Amending Executive Orders Nos. 10219 | June 22,1954 | 19 F.R. 
and 10480 with respect to the designation 
of a Commissioner of the Interstate 
Commerce Commission to perform cer- 
tain functions. 
Amendment of Executive Order No. 10480 | Nov. 5, 1954 
providing for the administration of the 
defense mobilization pr m. 
Providing for loans to aid in the recon- | Aug. 25, 1955 
struction, rehabilitation, and replace- 
ment of facilities which are destroyed or 
damaged by a major disaster and which 
are required for national defense. 
Providing for the appointment of certain | Noy. 28, 1955 
persons under the Defense Production 
Act of 1950, as amended. 
Providing for the establishment of a Na- | Feb. 15, 1956 
tional Defense Executive Reserve. 
Amendment of Executive Order No. 10480 | Mar. 13, 1956 
and revocation of Executive Order No. 
10160, relating to the administration of 
the Defense Production Act of 1950. 
Reorganiza- Establishment in Executive Office of the | June 30, 1958 
tion Plan President the Office of Defense and 
No. 1 of Civilian Mobilization, Transfer of Civil 
1958. Defense Advisory Council to Office of 
Defense and Civilian Mobilization, rep- 
resentatives on National Security Coun- 
cil (submitted pursuant to the Reorgan- 
ization Act of 1949, approved June 20, 
- - amended, 63 Stat. 206, 5 U.S.C. 
133z-9). 
Transfer of functions from Office of De- | July 1, 1958 
fense Mobilization and Federal Civil 
Defense Administration, assignments 
and delegations to Director of Office of 
Defense and Civilian Mobilization, es- 
tablishment of Defense and Civilian 
Mobilization Board. 
Change of name from Office of Defense and | Sept. 6, 1958 -R. 6971...) Sept. 
Civilian Mobilization to Office of Civil 
and Defense Mobilization consonant 
ony the act of Aug. 26, 1958 (72 Stat. 
1). 
Amendment of Executive Order No. | May §8, 1950 -R. 3779...| May 
10480, as amended, relating to the de- 
fense mobilization program. 


THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED ! 


AN ACT To establish a system of priorities and allocations for materials and facilities, 
authorize the requisitioning thereof, provide financial assistance for expansion of pro- 
ductive capacity and supply, provide for price and wage stabilization, provide for the 
settlement of labor disputes, strengthen controls over credit, and by these measures 


facilitate the production of goods and services necessary for the national security, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950.” 


1 Public Law 774, 8ist Cong, September 8, 1850, ch. 932, 64 Stat. 798, 50 U.S.C. App. 
2061-2166 ; Public Law 69, 82d Cong., June 30, 1951, ch. 198; Public Law 96, 82d Cong. 
July 31, 1951, ch. 275, 65 Stat. 134, 50 U.S.C. App. 2061-2166; Public Law 429, 8 4 
Cong., June 30, 1952, ch. 530, 66 Stat. 296, 50 U.S.C. ADP. 2061-2166 ; Public Law 95, 
83d Cong., June 30, 1953, ch. 171; Public Law 119, 84th Cong., June 30, 1955, ch. 251; 
Public Law 295, 84th Cong., August 9, 1955, ch. 655, 69 Stat. 580, 50. U.S.C. App. 2061- 
2166 (effective as of the close of July 31, 1955); Public Law 632, 84th Cesk Sane 29, 
1956, ch. 474, 70 Stat. 408, 50 U.S.C. App. 2061-2166 (1956 amendment to sec. 712(e) 
effective July 1, 1956); Public Law 85-471, 85th Cong., June 28, 1958, 72 Stat. 241, 50 
U.S.C. App. 2061-2166 (a). 
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TABLE OF CONTENTS. 


. Priorities and allocations. 
. Authority to requisition.? 
. = nsion of productive capacity and supply. 
° ce and wage stabilization. 
. Bettlonent of labor d Sees 
. Control of consumer and real estate credit.* 
. General provisions. 


DECLARATION OF POLICY 


Sec. 2. In view of the present international situation and in order to provide 
for the national defense and national security, our mobilization effort continues 
to require some diversion of certain materials and facilities from civilian use 
to military and related purposes, It also requires the development of prepared- 
ness programs and the expansion of productive capacity and supply beyond 
the levels needed to meet the civilian demand, in order to reduce the time 
required for full mobilization in the event of an attack on the United States. 

In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical 
dispersal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facili- 
ties within limited geographical areas which are vulnerable to attack by an 
enemy of the United States. In the construction of any Government-owned 
industrial facilities, in the rendition of any Government financial assistance for 
the construction, expansion, or improvement of any industrial facilities, and in 
the procurement of goods and services, under this or any other Act, each de- 
partment and agency of the Executive Branch shall apply, under the coordina- 
tion of the Office of Defense Mobilization, when practicable and consistent with 
existing law and the desirability for maintaining a sound economy, the principle 
of the geographical dispersal of such facilities in the interest of national defense. 
Nothing contained in this paragraph shall preclude the use of existing industrial 


facilities. 
TITLE I—PRIORITIES AND ALLOCATION 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which he 
deems necessary or appropriate to promote the national defense shall take 
priority over performance under any other contract or order, and for the purpose 
of assuring such priority, to require acceptance and performance of such con- 
tracts or orders in preference to other contracts or orders by any person he 
finds to be capable of their performance, and (2) to allocate materials and 
facilities in such manner, upon such conditions, and to such extent as he shall 
deem necessary or appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds (1) 
that such materia! is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in 
excess of the reasonable demands of business, personal, or home consumption, 
or (2) for the purpose of resale at prices in excess of prevailing market prices, 
materials which have been designated by the President as scarce materials or 
materials the supply of which would be threatened by such accumulation. The 
President shall order published in the Federal Register, and in such other man- 
ner as he may deem appropriate, every designation of materials the accumula- 
tion of which is unlawful and any withdrawal of such designation. In making 
such designations the President may prescribe such conditions with respect to 
the accumulation of materials in excess of the reasonable demands of business, 
personal, or home consumption as he deems necessary to carry out the objectives 
of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 


2Terminated June 30, 1958. 
* Terminated April 30, 1953. 
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Sec. 108. Any person who willfully performs any act prohibited, or willfully 
fails to perform any act required, by the provisions of this title or any rule, 
regulation, or order thereunder, shall, upon conviction, be fined not more than 
$10,000 or imprisoned for not more than one year, or both. 

Sec. 104. Import Controits. Terminated at the close of June 30, 1953, by sec- 
tion 11, 1953, amendments. 


TITLE II—AUTHORITY TO REQUISITION AND CONDEMN 
Terminated at the close of June 30, 1953, by section 11, 1953 amendments. 
TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Seo. 301. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, theDepartment of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), with- 
out regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest on any loan, discount, or advance, or on any conimitment in 
connection therewith, which may be made by such financing institution for 
the purpose of financing any contractor, subcontractor, or other person in con- 
nection with the performance of any contract or other operation deemed by the 
guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts for the procurement of materials or the 
performance of services for the national defense, or for the purpose of financing 
any contractor, subcontractor, or other person in connection with or in contem- 
plation of the termination, in the interest of the United States, of any contract 
made for the national defense; but no small-business concern (as defined in 
section 714 (a) (1) of this Act) shall be held ineligible for the issuance of such 
a guaranty by reason of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as 
may be mecessary to enable any such fiscal agent to carry out any guarantee 
made by it on behalf of any guaranteeing agency shall be supplied and disbursed 
by or under authority from such guaranteeing agency. No such fiscal agent shall 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Each such fiscal 
agent shall be reimbursed by each guaranteeing arency for all expenses and 
losses incurred by such fiscal agent in acting as agent on behalf of such guar- 
anteeing agency, including among such expenses, notwithstanding any other 
provision of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitment fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent practi- 
cable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the 
necessities of the national defense. 

Sec, 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations, or guarantees of, loans) to private business enter- 
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prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals, and manufacture of newsprint. Such 
loans may be made without regard to the limitations of existing law and on such 
terms and conditions as the President deems necessary, except that financial 
assistance may be extended only to the extent that it is not otherwise available 
on reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such cemmodity (except that minerals and metals shall 
not be sold at less than tiic established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) The current domestic market price for such 
commodity, or (ii) the minimum sale price established for agricultural commodi- 
ties owned or controlled by the Commodity Credit Corporation as provided in 
section 407 of Public Law 439, 81st Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 
shall be made calling for delivery more than one year after the expiration of this 
act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond June 
80, 1965, as the President deems necessary, except that purchases or commit- 
ments. to purchase involving higher than established ceiling prices (or if there 
be no established ceiling prices, currently prevailing market prices) or antici- 
pated loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 
favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies. 

(c) If the Presidents finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 
he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, as he 
determines to be necessary to insure that supplies from such high-cost sources 
are continued, or that maximum production or supply in such area at stable prices 
of such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is au- 
thorized to install additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government owned equipment in plants, factories, 
and other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, min- 
erals, and materials acquired pursuant to the provisions of this section which, in 
the judgment of the President, are excess to the needs of programs under this 
act, shall be transferred to the national stockpile established pursuant to the 
act of June 7, 1939, as amended (50 U S.C. 98-98h), when the President deems 
such action to be in the public interest. 
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Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such act of June 7, 1939, 
as amended, except that costs incident to such transfer other than acquisition 
costs shall be paid or reimbursed from such funds, and the acquisition costs of 
such metals, minerals, and materials transferred shall be deemed to be net losses 
incurred by the transferring agency and the notes payable issued to the Secre- 
tary of the Treasury representing the amounts thereof shall be canceled. Upon 
the cancellation of any such notes the aggregate amount of borrowing which may 
be outstanding at any one time under section 304(b) of this act, as amended, 
shall be reducec in an amount equal to the amount of any notes so canceled. 

(g) When in his judgment it will aid the national defense, and upon a certifi- 
eation by the Secretary of Agriculture or the Secretary of the Interior that a 
particular strategic and critical material is likely to be in short supply in time of 
war or other national emergency, the President may make provision for the de- 
velopment of substitutes for such strategic and critical materials. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corpora- 
tions of the Government as he may deem appropriate, or to create new agencies 
(other than corporations). 

(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303: Provided, That the amount borrowed under the provisions of this section 
by all such borrowers shall not exceed an aggregate of $2,100,000,000 outstanding 
at any one time: Provided further, That when any contract, agreement, loan, or 
other transaction heretofore or hereafter entered into pursuant to section 302 or 
303 imposes contingent liability upon the United States, such liability shall be 
considered for the purposes of sections 3679 and 3732 of the Revised Statutes, as 
amended, as an obligation only to the extent of the probable ultimate net cost to 
the United States under such transaction ; and the President sh’ ‘. submit a report 
to the Congress not less often than once each quarter set....g forth the gross 
amount of each such transaction entered into by any ageucy of the U.S. Gov- 
ernment under this authority and the basis for determi’sing the probable ulti- 
mate net cost to the United States thereunder. For the purpose of borrowing as 
autnorized by this subsection, the borrower may issue te the Secretary of the 
Treasury its notes, debentures, bonds, or other obligations to be redeemable at 
its option before maturity in such manner as may be stipulated in such obliga- 
tions. Such obligations shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on outstand- 
ing marketable obligations of the United States as of the last day of the month 
preceding the issuance of the obligations. The Secretary of the Treasury is 
authorized and directed to purchase such obligations and for such purpose the 
Secretary of the Treasury is authorized to use as a public-debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for 'vhich securities may be issued under the 
Second Liberty Bond Act, as amended, are extended to include any purchases 
of obligations hereunder. 


TITLE IV—PRICE AND WAGE STABILIZATION 

Terminated at the close of April 30, 1958, by section 11, 1953 amendments. 
TITLE V—SETTLEMENT OF LABOR DISPUTES 

Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 
TITLE VI—CONTROL OF REAL ESTATE CREDIT 

‘Terminated at the close of June 30, 1953, by section 11, 1953 amendments. 

TITLE VII—GENERAL PROVISIONS 
Sec. 701. (a) It is the sense of the Congress that small-business enterprises 


be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 


(b) In order to carry out this policy— 
48406—60——__22 
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(i) the President shall provide small-business enterprises with full informa- 
tion concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and agencies 
under this Act; 

(ii) such business advisory committees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulations, or 
orders, or amendments thereto issued under authority of this Act, and in their 
formation there shall be fair representation for independent small, for medium, 
and for large business enterprises, for different geographical areas, for trade 
association members and nonmembers, and for different segments of the industry ; 

(iii) in administering this Act, such exemptions shall be provided for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the expe- 
ditious handling of all requests, applications, or appeals from small-business 
enterprises. 

(c) Whenever the President invokes the powers given him in this Act to 
allocate any material in the civilian market, he shall do so in such a manner as 
to make available, so far as practicable, for business and various segments thereof 
in the normal channel of distribution of such material, a fair share of the avail- 
able civilian supply based, so far as practicable, on the share received by such 
business under normal conditions during a representative period preceding any 
future allocation of materials: Provided, That the President shall, in the alloca- 
tion of materials in the civilian market, give due consideration to the needs of 
new concerns and newly acquired operations, undue hardships of individual 
businesses, and the needs of smaller concerns in an industry. 

(d) In order to further the objectives and purposes of this section, the Office 
of Defense Mobilization is directed to investigate the distribution of defense 
contracts with particular reference to the share of such contracts which has 
gone and is now going to small business, either directly or by subcontract; to 
review the policies, procedures, and administrative arrangements now being 
followed in order to increase participation by small business in the mobilization 
program ; to explore all practical ways, whether by amendments to laws, policies, 
regulations, or administrative arrangements, or otherwise, to increase the share 
of defense procurement going, to small business ; to get from the departments and 
agencies engaged in procurement, and from.other appropriate agencies including 
the Small Business Administration, their views and recommendations on ways 
to increase the share of procurements going to small. business; and to make a re- 
port to the President and the Congress, not later than six months after the enact- 
ment of the Defense Production Act Amendments of 1955, which report shall con- 
tain the following: (i) a full statement of the steps taken by the Office of Defense 
Mobilization in making investigations required by this subsection; (ii) the 
findings of the Office of Defense Mobilization with respect to the share of pro- 
curement which has gone and is now going to small business; (iii) a full and 
complete statement of the actions taken by the Office of Defense Mobilization and 
other agencies to increase such small business share; (iv) a full and complete 
statement of the recommendations made by the procurement agencies and other 
agencies consulted by the Office of Defense Mobilization; and (v) specific rec- 
ommendations by the Office of Defense Mobilization for further action to in- 
crease the share of procurement going to small business, 

Sec. 702. As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons, or legal successor or representa- 
tive of the foregoing, and includes the United States or any agency thereof, or 
any other government, or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States, or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

_(¢) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term “national. defense’. means programs for military and atomic 
€nergy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 
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(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions 
to or payments of insurance or welfare benefits, employer contributions to a pen- 
sion fund or annuity, payments in kind, and premium overtime payments. 

Sec. 703. (a) Except as otherwise specifically provided, the President may 
delegate any power or authority conferred upon him by this Act to any officer or 
agency of the Government, including any new agency or agencies (and the Presi- 
dent is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he may authorize such redelegations 
by that officer or agency as the President may deem appropriate. The Presi- 
dent is authorized to appoint heads and assistant heads of any such new agen- 
cies, and other officials therein of comparable status, and to fix their compensa- 
tion, without regard to the Classification Act of 1949, as amended, the head of 
one such agency to be paid at a rate comparable to the compensation paid to the 
heads of executive departments of the Government, and other such heads, assist- 
ant heads, and officials at rates comparable to the compensation paid to the heads 
and assistant heads of independent agencies of the Government. Any officer or 
agency may employ civilian personnel for duty in the United States, including 
the District of Columbia, or elsewhere, without regard to section 14 of the Fed- 
eral Employees Pay Act of 1946 (60 Stat. 219) as the President deems necessary 
to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by title IV of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall be 
inclnded among the policymaking officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose Governor requests such representation. 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Act. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and differentiations, and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, regula- 
tion, or order issued under this Act. No rule, regulation, or order issued under 
this Act which restricts the use of natural gas (either directly or by restricting 
the use of facilities for the consumption of natural gas, or in any other manner) 
shall apply in any State in which a public regulatory agency has authority to 
restrict the use of natural gas and certifies to the President that it is exercising 
that authority to the extent necessary to accomplish the objectives of this Act. 

Sec. 705. (a) The President shall be entitled, while this Act is in effect and 
for a period of two years thereafter, by regulation, subpena, or otherwise, to 
obtain such information from, require such reports and the keeping of such rec- 
ords by, make such inspection of the books, records, and other writings, premises 
or property of, and take the sworn testimony of, and administer oaths and 
affirmations to, any person as may be necessary or appropriate, in his discretion, 
to the enforcement or the administration of this Act and the regulations or orders 
issued thereunder. The President shall issue regulations insuring that the 
authority of this subsection will be utilized only after the scope and purpose of 
the investigation, inspection, or inquiry to be made have been defined by compe- 
tent authority, and it is assured that no adequate and authoritative data are 
available from any Federal or other responsible agency. In case of contumacy 
by, or refusal to obey a subpena served upon, any person referred to in this sub- 
section, the district court of the United States for any district in which such 
person is found or resides or transacts business, upon application by the Presi- 
dent, shall have jurisdiction to issue an order requiring such person to appear 
and give testimony or to appear and produce documents, or both; and any failure 
ie obey such order of the court may be punished by such court as a contempt 
thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidense in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
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mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any transac- 
tion, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, documen- 
tary or otherwise, except that such natural person so testifying shall not be 
exempt from prosecution and punishment for perjury committed in so testifying : 
Provided, That the immunity granted herein from prosecution and punishment 
and from any penalty or forfeiture shall not be construed to vest in any individual 
any right to priorities assistance, to the allocation of materials, or to any other 
benefit which is within the power of the President to grant under any provision 
of this Act. 

(c) The production of a person’s books, records, or other documentary evi- 
dence shall not be required at any place other than the place where such person 
usually keeps them, if prior to the return date specified in the regulations, sub- 
pena, or other document issued with respect thereto, such person furnishes the 
President with a true copy of such books, records, or other documentary evi- 
dence (certified by such person under oath to be a true and correct copy) or 
enters into a stipulation with the President as to the information contained in 
such books, records, or other documentary evidence. Witnesses shall be paid the 
same fees and mileage that are paid witnesses in the courts of the United States. 

(ad) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidenial or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

All information obtained by the Office of Price Stabilization under this section 
705, as amended, and not made public prior to April 30, 1953, shall be deemed 
confidential and shall not be published or disclosed, either to the public or to 
another Federal agency except the Congress or any duly authorized committee 
thereof, and except the Department of Justice for such use as it may deem neces- 
sary in the performance of its functions, unless the President determines that 
the withholding thereof is contrary to the interests of the national defense, and 
any person willfully violating this provision shall, upon conviction, be fined not 
more than $10,000 or imprisoned for not more than one year,-or both. 

(f) Any person subpenaed under this section shall have the hight to make a 
record of his testimony and to be represented by counsel. 

Sec. 706. (a) Whenever in the judgement of the President any person has en- 
gaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to the 
appropriate court for an order enjoining such acts or practices, or for an order 
enforcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with 
or without such injunction or restraining order, shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any li- 
ability or duty created by, or to enjoin any violation of, this Act or any rule, 
regulation, order, or subpena thereunder. Any criminal proceeding on account 
of any such violation may be brought in any district in which any act, failure to 
act, or transaction constituting the violation occurred. Any such civil action 
may be brought in any such district or in the district in which the defendant 
resides or transacts business. Process in such cases, criminal or civil, may be 
served in any district wherein the defendant resides or transacts business or 
wherever the defendant may be found; the subpena for witnesses who are re- 
quired to attend a court in any district in such case may run into any other 
district. The termination of the authority granted in any title or section of this 
Act, or of any rule, regulation, or order issued thereunder, shall oot operate to 
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defeat any suit, action, or prosecution, whether theretofore or thereafter com- 
menced, with respect to any right, liability, or offense incurred or committed 
prior to the termination date of such title or of such rule, regulation, or order. 
No costs shall be assessed against the United States in any proceeding under 
this Act. All litigation arising under this Act or the regulations promulgated 
thereunder shall be under the supervision and control of the Attorney General. 

Seo. 707. No person shall be held liable for damages or penalties for any act or 
failure to act resulting directly or indirectly from compliance with a rule, regula- 
tion, or order issued pursuant to this Act notwithstanding that any such rule, 
regulation, or order shall thereafter be declared by judicial or other competent 
authority to be invalid. No person shall discriminate against orders or contracts 
to which priority is assigned or for which materials or facilities are allocated 
under title I of this Act or under any rule, regulation, or order issued there- 
under, by charging higher prices or by imposing different terms and conditions 
for such orders or contracts than for other generally comparable orders or con- 
tracts, or in any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursua.. to this Act which oceurs while this 
Act is in effect, if requested by the President pursuant to a voluntary agree- 
ment or program approved under subsection (a) and found by the President 
to be in the public interest as contributing to the national defense shall be 
construed to be within the prohibition of the antitrust laws or the Federal 
Trade Commission Act of the United States: “Provided, however, That after 
the enactment of the Defense Production Act Amendments of 1955, the exemp- 
tion from the prohibitions of the antitrust laws and the Federal Trade Com- 
mission Act of the United States shall apply only (1) to acts and omissions 
to act requested by the President or his duly authorized delegate pursuant to 
duly approved voluntary agreements or programs relating solely to the exchange 
between actual or prospective contractors of technical or other information, pro- 
duction techniques, and patents or patent rights, relating to equipment used 
primarily by or for the military which is being procured by the Department 
of Defense or any department thereof, and the exchange of materials, equipment, 
and personnel to be used in the production of such equipment; and (2) to 
act and omissions to act requested by the President or his duly authorized 
delegate pursuant to voluntary agreements or programs which were duly ap- 
proved under this section before the enactment of the Defense Production Act 
Amendments of 1955. The Attorney General shall review each of the voluntary 
agreements and programs covered by this section, and the activities being 
carried on thereunder, and, if he finds after such review and after consultation 
with the Director of the Office of Defense Mobilization and other interested 
agencies, that the adverse effects of any such agreement or program on the 
competitive free-enterprise system outweigh the benefits of the agreement or 
program to the national defense, he shall withdraw his approval in accordance 
with subsection (d) of this section. 'This review and determination shall be 
made within ninety days after the enactment of the Defense Production Act 
Amendments of 1955. 

A copy of each such request intended to be within the coverage of this 
section, and any modification or withdrawal thereof, shall be furnished to the 
Attorney General and the Chairman of the Federal Trade Commission when 
made, and it shall be published in the Federal Register unless publication thereof 
would, in the opinion of the President, endanger the national security. 

(ec) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless 
otherwise required to be so appointed, and (2) upon the condition that such 
officials consult with the Attorney General and with the Chairman of the Federal 
Trade Commission not less than ten days before making any request or finding 
thereunder, and (3) upon the condition that such officials obtain the approval 
of the Attorney General to any request thereunder before making the request. 
For the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a single 
official of the Government. 

(d) Upon withdrawal of any request or finding made hereunder, or upon 
withdrawal by the Attorney General of his approval of the voluntary agree- 
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ment or program on which the request or finding is based, the provisions of this 
section shall not apply to any subsequent act or omission to act by reason of such 
finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. Such surveys, and the reports 
hereafter required, shall include studies of the voluntary agreements and pro- 
grams authorized by this section. The Attorney General shall submit to the 
Congress and the President within ninety days after the approval of this Act, 
and at least once every three months, reports setting forth the results of such 
surveys and including such recommendations as he may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credits shall be 
approved or carried out under this section. 

Sro. 709. The functions exercised under this Act shall be exc!udé<d from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with industry repre- 
sentatives, including trade association representatives, and that consideration 
has been given to their recommendations, or that special circumstances have 
rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid by reason 
of any subsequent finding by judicial or other authority that such a statement is 
inaccurate. 


2 Sec. 710. (a) Repealed by section 505(c)(1) of the Act of June 28, 1955 (69 
tat. 180). 

(b) (1) The President is further authorized, to the extent he deems it neces- 
sary and appropriate in order to carry out the provisions of this Act, and sub- 
ject to such regulations as he may issue, to employ persons of outstanding ex- 
perience and ability without compensation ; 

(2) The President shall be guided in the exercise of the authority provided 
in this subsection by the following policies : 

(i) So far as possible, operations under the Act shall be carried on by full- 
time, salaried employees of the Government, and appointments under this au- 
thority shall be to advisory or consultative positions only. 

(ii) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements of the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(iii) In the appointment of personnel and in assignment of their duties, the 
head of the department or agency involved shall take steps to avoid, to as great 
an extent as possible, any conflict between the governmental duties and the 
private interests of such personnel. 

(3) Appointees under this subsection (b) shall, when policy matters are in- 
volved, be limited to advising appropriate full-time salaried Government officials 
who are responsible for making policy decisions. 

(4) Any person employed under this subsection (b) is hereby exempted, with 
respect to such employment, from the operation of sections 281, 283, 284, 434, and 
1914 of title 18, United States Code, and section 190 of the Revised Statutes 
(5 U.S.C. 99), except that— 

(i) exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, part- 
nership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(ii) exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(iii) exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashion in the prosecution, 
of any claims against the Government involving any matter concerning which 
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the appointee had any responsibility during his employment under this subsec- 
tion, during the period of such employment and the further period of two years 
after the termination of such employment; and 

(iv) exemption hereunder shall not extend to the receipt or payment of salary 
in connection with the appointee’s Government service hereunder from any 
source other than the private employer of the appointee at the time of his appoint- 
ment hereunder. 

(5) Appointments under this subsection (b) shall be supported by written 
certification by the head of the employing department or agency— 

(i) that the appointment is necessary and appropriate in order to carry out 
the provisions of the Act; 

(ii) that the duties of the position to which the appointment is being made 
require outstanding experience and ability ; 

(iii) that the appointee has the outstanding experience and ability required by 
the position ; and 

(iv) that the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

(6) The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publica- 
tion in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer, and the appointee shall file with such Division for publication 
in the Federal Register a statement listing the names of any corporations of 
which he is an officer or director or within 60 days preceding his appointment has 
been an officer or director, or in which he owns, or within 60 days preceding his 
appointment has owned, any stocks, bonds, or other financial interests, and the 
names of any partnerships in which he is, or was within 60 duys preceding his 
appointment, a partner, and the names of any other businesses in which he owns, 
or within such 60-day period has owned, any similar interest. At the end of 
each succeeding 6-month period, the appointee shall file with such Division for 
publication in the Federal Register a statement showing any changes in such 
interests during such period. 

(7) At least once every 3 months tiie Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report his findings to the President and the Joint Committee on Defense 
Production and make such recommendations as he may deem proper. 

(8) Persons appointed under the authority of this subsection may be allowed 
transportation and not to exceed $15 per diem in lieu of subsistence while away 
from their homes or regular places of business pursuant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and 
appropriate in order to carry out the provisions of this Act, to employ experts 
and consultants or organizations thereof, as authorized by section 55a of title 5 
of the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other expenses while so employed. The Presi- 
dent is authorized to provide by regulation for the exemption of such persons 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the 
United States Code and section 190 of the Revised Statutes (5 U.S.C. 99). 

(d) The President may utilize the services of Federal, State, and local agen- 
cies and may utilize and establish such regional, local, or other agencies, and 
utilize such voluntary and uncompensated services, as may from time to time 
be needed; and he is authorized to provide by regulation for the exemption of 
persons whose services are utilized under this subsection from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U.S.C. 99). 

(e) The President is further authorized to provide for the establishment and 
training of a nucleus executive reserve for employment in executive positions 
in Government during periods of emergency. Members of this executive reserve 
who are not full-time Government employees may be allowed transportation and 
not to exceed $15 per diem in lieu of subsistence while away from their homes 
or regular places of business for the purpose of participating in the executive 
reserve training program. The President is authorized to provide by regulation 
for the exemption of such persons who are not full-time Government employees 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the 
United States Code and section 190 of the revised Statutes (5 U.S.C. 99). 
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(f) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or indirectly 
on any commodity exchange, or (2) discloses such information for the purpose 
of aiding any other person so to speculate, shall be fined not more than $10,000 
or imprisoned not more than one year, or both. As used in this section, the term 
“speculate” shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

(g) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and pur- 
poses of this Act by the President and such agencies as he may designate or 
ereate. Funds made available for the purposes of this Act may be allocated 
or transferred for any of the purposes of this Act, with the approval of the 
Bureau of the Budget, to any agency designated to assist in carrying out this 
Act. Funds so allocated or transferred shall remain available for such period 
as may be specified in the Acts making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same 
manner as the original selection. The committee shall elect a chairman and a 
vice chairman from among its members, one of whom shall be a Member of the 
Senate and the other a Member of the House of Representatives. 

(b) It shall be the function of the committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs author- 
ized by this Act; and it shall make a report to the Senate and the House of 
Representatives, from time to time, concerning the results of its studies, toegther 
with such recommendations as it may deem desirable. Any department, official, 
or agency administering any of such programs shall, at the request of the com- 
mittee, consult with the committee, from time to time, with respect to their 
activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by sub- 
pena (to be issued under the signature of the chairman or vice chairman of the 
committee) or otherwise the attendance of such witnesses and the production of 
such books, papers, and documents, to administer such oaths, to take such testi- 
mony, to procure such printing and binding, and to make such expenditures as it 
deems advisable. The cost of stenographie services to report such hearings shall 
not be in excess of 40 cents per hundred words. The provisions of sections 102 
to 104, inclusive, of the Revised Statutes shall apply in case of any failure of 
any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fix the compensation of such experts, consult- 
ants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$65,000 in any fiscal year, shall be paid from the contingent fund of the House 
of Representatives upon vouchers signed by the Chairman or Vice Chairman. 

(f) The Secretary of Commerce shall make a special investigation and study 
of the production, allocation, distribution, use of nickel, of its resale as scrap 
and. of other aspects of the current situation with respect to supply and market- 
ing of nickel, with particular attention to, among other things, the adequacy of 
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the present system of nickel allocation between defense and civilian users. The 
Secretary of Commerce shall consult with the Joint Committee on Defense Pro- 
duction during the course of such investigation and study with respect to the 
progress achieved and the results of the investigation and study, and shall make 
an interim report on the results of the investigation and study on or before 
August 15, 1956, and shall, on or before December 31, 1956, make a final report 
on the results of such investigation and study, together with such recommenda- 
tions as the Secretary of Commerce deems advisable. Such reports shall be made 
to the Senate (or to the Secretary of the Senate if the Senate is not in session) 
and to the House of Representatives (or to the Clerk of the House of Repre- 
sentatives if the House is not in session). 

Sec. 713. The provisions of this Act shall be applicable to the United States, 
its Territories and possessions, and the District of Columbia. 

Sec. 714. Terminated at the close of July 31, 1953. For purposes of section 
801(a) of this Act, section 714(a)(1) defined a small-business concern thusly: 
“* * * 9 small-business concern shall be deemed to be one which is independently 
owned and operated and which is not dominant in its field of operation,” and 
provided that, “The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field.” 

Sec. 715. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those as to which it is held invalid, shall not be affected thereby. 

Sec. 716. That no person may be employed under this Act who engages in a 
strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of 
an organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided, That for the purposes hereof an affidavit 
shall be considered prima facie evidence that the person making the affidavit has 
not contrary to the provisions of this section engaged in a strike against the 
Government of the United States, is not a member of an organization of Govern- 
ment employees that asserts the right to strike against the Government of the 
United States or that such person does not advocate, and is not a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided further, That any person who engages in 
a strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of 
an organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for 
which are paid from any appropriation or fund contained in this Act shall be 
guilty of a felony and, upon conviction, shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both: Provided further, That the 
above penalty clause shall be in addition to, and not in substitution for, any 
other provisions of existing law. 

Sec. 717. (a) Title I (except section 104), title IIT, and title VII (except 
section 714) of this Act, and all authority conferred thereunder, shall terminate 
at the close of June 30, 1960. Section 714 of this Act, and all authority con- 
ferred thereunder, shall terminate at the close of July 31, 1953. Section 104, 
title II, and title VI of this Act, and all authority conferred thereunder shall 
terminate at the close of June 30, 1953. Title IV and V of this Act, and all 
authority conferred thereunder, shall terminate at the close of April 30, 1953. 

(b) Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not te exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(ec) The termination of any section of this Act, or of any agency or corpora- 
tion utilized under this Act, shall not affect the disbursement of funds under, 
or the carrying out of, any contract, guarantee, commitment or other obligation 
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entered into pursuant to this Act prior to the date of such termination, or the 
taking of any action necessary to preserve or protect the interests of the United 
States in any amounts advanced or paid out in carrying on operations under 
this Act, or the taking of any action (including the making of new guarantees) 
deemed by a guaranteeing agency to be necessary to accomplish the orderly 
liquidation, adjustment, or settlement of any loans guaranteed under this Act, 
including actions deemed necessary to avoid undue hardship to borrowers in 
reconverting to normal civilian production; and all of the authority granted to 
the President, guaranteeing agencies, and fiscal agents, under section 301 of this 
Act shall be applicable to actions taken pursuant to the authority contained in 
this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as effecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into pursuant to, or under the authority of, section 602 or section 605 of this 
Act, or any issuance thereunder, by any person or corporation and the Federal 
Government or any agency thereof relating to the provision of housing for 
defense workers or military personnel in an area designated as a critical defense 
housing area pursuant to law. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
marketing order issued by the Secretary of Agriculture pursuant to the Agricul- 
tural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
cause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under which such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of 
the United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 


held in escrow pursuant to court order. Notwithstanding any other provision of 
this Act, no terminatien date shall be applicable to this subsection. 
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